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CHAPTER I. 

INTRODUCTION. 

rilHE writer of this treatise has for many years 
J- lived in the United States, and although now 
residing in Europe, he preserves, as a matter of course, 
the warmest feelings of attachment towards the great 
Republic, watching with care every movement taking 
place, and every question arising in connection with 
her welfare. The prosperity of the American people 
strongly influences the well-being of mankind generally. 
Among these questions, that relating to the Cur- 
rency of the United States stands preeminent with 
him, partly because he considers it a most important 
one, and partly because, having during his lifetime 

X' devoted much time and attention to Currency and 
Mint matters all over the world, he feels that he is well 
prepared to say something in reference thereto. The 

J writer is practically acquainted with commercial and 

banking business, and he has gathered some expe- 
rience in all that relates ta Exchanges, the treat- 
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25 INTRODUCTION. 

ment of Bullion in large masses, assaying, refining, 
and coining. He has also been enabled to treat these 
matters theoretically, that is to say, he has endea- 
voured, by various publications,* to explain the prin- 
ciples involved therein, and their connection with 
minor special and with general social economical 
considerations. He claims to speak not only as a 
practical Banker and BuUionist, but also as a Political 
Economist; and he imagines (without reference to 
his person) that this combined character ought to be 
possessed by every writer who presumes to give in- 
struction on the subject of Currency. Unfortunately 
that is rarely the case. The general public takes Uttle 
interest in matters relating to currency, excepting as 
far as possession, and the realization of its immediate 
functional value are concerned, and further speculation 
as to improvements in its character and its extent 
generally results in primitive Utopian schemes. The 
tendency to import these Utopian ideas into contro- 
versies relating to money attaches itself, more or less, 
to the two classes of writers which are (again more 
or less) better acquainted with the subject, viz. the 
political economist and the practical man. 

The mere practical man (say the Bank Director, 
the Bullion dealer, the Mint master, and the Jeweller) 
may be perfectly well acquainted with all the details 
of Banking, or the manipulations of the precious 
metals, but his ideas of social economy are either 
limited, or he may lack the power of expressing them. 

* See Appendix I. 
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He may therefore, as regards certain points, be a good 
and useful witness, but his ideas come frequently into 
violent conflict with those of the social economist. 
The latter, who may have made some practical expe- 
rience, or claims and believes that he has done so, 
and who in other branches has gained a high reputa- 
tion, possesses greater powers of speech, and can 
pounce upon others with doctrines of his own. Prac- 
tical details he despises or makes light of, forgetting 
that in this very small detail there may be hidden 
vast and overwhelming principles, capable of entirely 
upsetting his preconceived theories. Just as it can 
be contended that nobody can be a thoroughly 
educated physician but he who has studied medical 
science from its highest theoretical points, and who at 
the same time has soiled his hands by examining, 
frequently, every minute vein of the body ; so it may be 
said that no man is properly fit to be an authority on 
currency matters unless he knows every detail, and 
can clearly trace its relations to superior considera- 
tions. Indeed, it may be said that the practical 
contact takes the lead in bringing principles to light ; 
but practical investigation is but of partial value unless 
it can be converted into clear theory. The writer, 
without hesitation, charges many writers of eminence 
in the field of financial economical science (including 
John Stuart Mill) with this ignorance of practical 
detail. Consequently, the conceit with which many of 
these authorities promulgate doctrines and dogmas 
of their own is exceedingly mischievous, and where the 
fashion prevails of continually quoting their opinions 
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(as notably in England), confusion is the result. 
The truth of these remarks must be apparent to every 
one who watches the testimony given at the diflferent 
official inquiries which from time to time have taken 
place in various countries, the vast divergencies in 
opinions; indeed, on such occasions, the home wit- 
nesses show some kind of unanimity, only when the 
superiority of their own national monetary arrange- 
ments is attacked, however mild the attack may be. 
Those who have paid some attention to the " Gold 
controversy '' in England in 1869, may agree with the 
writer that "monetary alchemy'' has many scholars; 
unfortunately a number of them are in high places, 
and their voices are influential. 

Yet there can be but one tinith, " but one science,'* 
and why do we so often fail in grasping it ? The one 
truth, i, e. that solid and full valued Metallic Money is the 
only real and the most perfect medium of Exchange, 
can be adduced, if necessary, from the field of metaphy- 
sical science downwards to practical reality, but in a 
treatise like this such an attempt would absorb too 
much room. Besides, the majority of sensible people 
acknowledge this truth, agreeing with the writer that 
good Bank-notes, Cheques, and Bills of Exchange, 
Banking and Clearing systems, with all their usefulness, 
are but superior methods of handling Metallic Money. 
Indeed (and this the writer recommends to the 
reader as a standard to abide by for the present), the 
original notion as to the functions of money rests upon 
the conception as to its absolutely independent nature. 
Give a boy a piece of money to do what he likes with. 
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and what is Hs idea ? " The piece of money is mine. 
I hold it in my hand; nobody can interfere with it 
except by violence or villainy ; it is a guarantee to me, 
personally, of value ! " Ask him then why it is of value, 
and he will answer, " because it is made of Gold, or 
Silver or Copper, and Grold, Silver, or Copper have a fixed 
value by weight." Is not this view the true original 
one ? The boy may have to learn hereafter that sub- 
sidiary coins do not derive their value from the metal 
alone, but such is his first idea of the equitable func- 
tion of money. How many adult people are there 
who are unacquainted with the real character of sub- 
sidiary money ? 

The actual possession of Metallic Money includes 
the idea of its absolute guarantee free of conditions 
and interference by State authority or otherwise, and 
in that sense Metallic Money is the great impartial 
and neutral agent standing between man and man and 
doing justice between them. Invent, if it pleases you, 
a superior state of society (Communism if you like), 
think of a better system of Exchange, insist upon 
saying that you can, or that the State can create some 
kind of money, by declaring its value, say by stamping 
an impression on iron coins — you cannot get over the 
fact that all such schemes have hitherto been abortive ; 
that good solid money made of the precious metals 
still reigns supreme, that the individual, the family, 
the State, are all under its sway, and that neither of 
them can create it. Good solid la&ney then is the 
great, just, neutral and God-given agent ! Poets and 
financial alchemists or talented schemers may scorn 
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ihiB idea, the Bank Director whose Bank has the 
power of issuing a large amount of uncovered paper 
currency, may choose to call this description of money 
as good as solid cash, the fact remains, that the coin 
in hand is the only absolute guarantee of rightfdl value. 
Give a boy a Bank-note. He knows that he can pass 
it, and that other people may be obliged to take it in 
payment, but as he looks at it, he finds that somebody 
promises to pay ! Is not one of his first suggestions 
that of the possibility (however remote) that the 
promise may not be fulfilled? In other words that 
there is a condition attached to the guarantee of value 
afforded by the Bank-note ? 

Now if it is true that solid money is the only 
perfect guarantee (and there can be only one perfect 
one) it follows that every departure from this truth is 
wrong, on principle. Thus the debasing of Metallic 
Money, which in former times brought such disasters 
upon society, is a palpable wrong done by State 
authority, and so must the debasing of subsidiary 
money, which takes place now-a-days, involve an 
injustice to some interests. So, if the State chooses 
to force into circulation imcovered paper money, or 
authorizes a Bank to issue such uncovered Bank- 
notes, it violates the neutral ground upon which 
value and guarantee for value are based. All the 
pleas of necessity and expediency (justifiable no 
doubt for the present paper issue in the United 
States) cannot explain away the (gradual or sudden) 
violation of the original ana natural contract basis 
which solid money has estabhshed. The allegation even 
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that a large issue of paper money has the effete of 
enhvening commerce and intercourse for a time, meets 
with the set-oflf, that artificial prices, subsequent 
reaction, uncertainty and ultimate loss are in prospect, 
that final result in loss must be greater in extent than 
the supposed first advantage, and that the over issue 
of paper money has a strong resemblance to the dis- 
counted bill " of a spendthrift heir." If the spend- 
thrift) has an inheritance, i.e. a future, like the United 
States, he may with more or less difficulty pay here- 
after, if he has none, like the Confederate States, he 
cannot pay at all ; whilst those who are holders of his 
notes — and who were fooUsh enough to regard them 
as money — are the absolute losers. Hence the one- 
sided and imperfect character of paper money. 

It is not to be wondered at that the maze of conflicting 
notions produced in the minds of those who see before 
them all the different monetary systems, in all their 
varieties, the one with solid money, the one with gold, 
the other with silver, the third with both, the fourth with 
Bank-note issues on a moderate scale, the fifth with little 
sohd money and a great over issue of Bank-notes, the 
sixth with debased or almost valueless paper money, all 
" doing" somehow as it seems, should deter the ordinary 
man from entering into the study of monetary science, 
and should create the disposition rather to take currency 
matters as matters of fate. Nor is it to be wondered at 
that many political economists should be unable to tread 
their way out of the maze, still less is it surprising that 
financial schemers, the honest as well as the villainous, 
make profitable use of the confusion, that statesmen 
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should be led astray, and that they should neglect 
the great truth by so frequently proposing or initia- 
ting a course of action contrary thereto. 

Let the reader, in his thoughts, break and dash 
through the whole network, and go back to the 
original conception, viz. : That of the value and supe- 
riority of true metallic money. He cannot go wrong, 
for at all events his instinct will tell him that with 
the precious metals he is " safest." If he takes this 
stand-point it can be shown to him that there is much 
to be done in improving the efficiency of Metallic 
Currencies, not by any extraordinary hocus pocus, or 
by wild schemes which will enrich everybody, but 
by a patient investigation, by the application of just 
principles in relation to some parts of the system, and 
by the correct appreciation of certain details which 
are now overlooked and neglected. These details, 
apparently insignificant, during a series of years and 
transactions, acquire in the aggregate an irresistible 
positive force, working advantageously or disadvan- 
tageously with the certainty of a^ imperceptibly slow 
moving screw. 

Small, insignificant, scarcely visible causes are apt 
to produce extraordinary results. Thus, when the 
Great Eastern steamship was to be launched, lying on 
her slips, great preparations were made to check her 
possibly too rapid progress into the water. But when 
the bolts were knocked away, she would not start, and 
it was found necessary to make use of the most 
powerful agents, — ^huge hydraulic pumps, worked by 
steapi and thousands of hands, — and weeks elapsed 
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before she was got down the well greased slips. Why- 
was this ? It was found that a few handfuls of sand 
had got between her cradle and the sKps, and the 
frictiop caused by these was sufficient to stop and 
embarrass the whole proceeding. Yet what an insig- 
nificant matter were these few ounces of sand com- 
pared to the 27,000 tons of the ship and the huge 
powers of hydraulic cylinders and steam ? 

The writer contemplates showing here, how the 
Metallic Currency in the United States is aflfected in 
this way, and he has ventured to point out his practical 
and theoretical qualifications for this task, not with 
the view of putting himself forward, but so that those 
who read this little work may be able to estimate 
its probable value. The desire to explain himself in 
a " popular " manner must balance certain drawbacks 
in the style in which he has expressed his views. 

The first part of this treatise will deal with the 
principal questions at issue. References will now and 
then be made to the second part, the Appendix, in 
which several special points will receive more extended 
consideration. 
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CHAPTER II. 

THE UNITED STATES GOLD COINAGE. 

SEIGNOEAGE AND COINING CHAEGE. 

THE title of this pamphlet and the remarks already 
made, show that I intend to confine my atten- 
tion principally to the American Metallic Currency. 
The subject of the present Greenback Paper Cur- 
rency is one which I do not intend to discuss, it can 
be treated separately, and will be touched upon here 
only in passing allusions, and when, later on, the ques- 
tion of a " Bullion Note " issue arises. 

The United States Gold coin is, without question, 
among the best that a Mint can produce at present. 
Its fineness is regular, and much within the Mint 
remedies, and so is the weight of the new pieces. The 
design is excellent ; it is simple and elegant, fi:'ee jfrom 
sharp projections, and therefore less liable to wear. 
The design might be a trifle less prominent, but that 
would be only a minor improvement. The policy of 
issuing twenty dollar pieces and one dollar pieces may 
be questioned.* Otherwise no important improvement 
could be suggested in connection with the coin itself 
than that of its ultimate modification in weight and 
value for the purpose of bringing about an Inter- 

* See Appendix II., — " Large and Small Gold Coins." 
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national Coinage. Tliis great scheme, to wliich every 
well- wisher of progress must of necessity be devoted, 
is, I am sorry to say, very far from being realised, the 
difficulties in the way seem insurmountable, at least 
for the present.* It is not with this scheme, then, 
that I wish to deal ; but what I want to point out lies 
in another direction. 

I therefore state at once: that the ruin of the 
United States Gold currency^ its excessive exportation, 
the absence of imports of Gold, and a whole train of 
evils affecting the prosperity of the commerce of the 
United States j^re due to the excessive charge for coining 
which the American Mints levy upon the manufacture 
of Coin from Gold Bullion. The American coinage 
charge is high enough to attain the character of a 
Seignorage, with aU its baneful consequences. 

It may be useful here to define the term Seig- 
norage, as well as that of Brassage (as the French 
call it), or charge for coining. The privilege of coin- 
ing money has always belonged, and the duty of coining 
should always belong to the Government exclusively. 
In Europe the " Seigneur " or ruler exercised this 
right and duty, although such Seignoral rights, in 
former times, were often granted or transferred to 
individuals, corporations or townships. The conver- 
sion of Bulhon into coin, absorbs, as a matter of 
course, labour, machinery and accessory material, 
which must be paid for, and thus the " Seigneur " 
levied a charge for coining, i.e. he retained as much of 

* See Appendix III., — " The Difficulties of International Coinage.** 
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the bullion as would compensate him for his expenses 
of making the coin. So long as this charge for coining 
was confined to the actual outlay, no objection could 
be raised against it, or rather the effects of the charge 
had to be borne nolens volens as a matter of absolute 
necessity. But the Seigneur very soon commenced 
to increase his coinage charge at a rate much above 
his actual expenditure, and thereby secured to himself 
a very considerable profit, which, in former times, was 
frequently looked upon as a distinct right, the right of 
Seignorage. 

The abuses to which this system of Seignorage 
gave rise, are notorious throughout the financial his- 
tory of almost all nations of the old world. The coins 
were gradually reduced in weight and fineness until 
disaster and revolution stopped further despoiling. 
Turkey is an example of what tyranny, even in 
modern times, can do in this respect ; and the applica- 
tion of excessive Seignorage to subsidiary coins is 
still in vogue in civilized states. 

Supposing that the actual cost to the Mint of coin- 
ing Gold amounted to ^ per cent., and that conse- 
quently for every 100 parts of Gold only 99f parts or 
pieces were returned to the importer, then the Mint 
in question would levy only a charge for coining. But 
if this Mint, although its actual outlay is only ^ per 
cent., chose to levy a charge of 5 or 10 per cent, (thus 
making a clear profit of from 4 to 9 per cent.), return- 
ing to the importer 95 or 90 parts of Gold for every 
100 handed in, then a " Seignorage " would be levied. 
Under such a Seignorage system, however, the 90 or 
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95 parts would not consist of 90 or 95 pieces, but o£ 
100 pieces, each of the 100 pieces being proportion- 
ately short in weight and value, the Mint pretending 
to say these pieces are of full value. In the first 
instance the importer would receive 99f pieces of the 
full value of say 10 units of weight of pure Gold, or 
997^; in the second instance he would receive 100 
pieces of the value of 9 or 9^ units only, or 900 or 
950 units of weight of pure Gold. 

A mere charge for coining or "brassage" falls on 
the raw material, i.e. the Bullion; the pieces issued 
being of full intrinsic value according to the rate 
of value at which Gold is held. The charge of 
Seignorage falls on the coin itself, which is despoiled 
of a portion of its weight and forced into circu- 
lation at a nominal value, which is so much above 
the intrinsic value. Force and tyranny have some- 
times succeeded to maintain such false issues, but only 
apparently and for a limited period. The law of legal 
tender (whether applied to such false issues or to an 
over issue of paper money) has this force within its 
dominions; but it is accompanied by an immediate 
counter effort outside this range, where the actual 
metallic value of the pieces only is recognised. The 
punishment following a Seignorage is very severe, for 
besides the disturbing effects on value which take place 
at home, it destroys the true basis of international 
communication; and, curious to say, it deprives the 
country of the Metallic Coinage itself, which, in spite 
of its debasement, is rapidly exported, thus plunging 
the nation deeper into the mire. 
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Now, although I have here defined Seignorage and 
Brassage in separate methods, it must in truth be con- 
fessed that they are very closely allied, inasmuch as 
any charge which has the eJBFect of creating difference 
of value between Bullion and Coin has, in principle, 
equivalent effects. If, adhering to the previous 
examples, 100 parts of Bullion produce but 99f pieces 
of Coin, the Bullion is evidently, for realisation at 
the Mint, not worth more than 99f pieces, and the 
100 pieces issued under a Seignorage make Bullion 
worth but 90 or 95 parts. Nevertheless, it is expe- 
dient that a clear distinction should be maintained 
between Seignorage and Brassage. Against the former 
injustice and spoliation can be pleaded; in favour of 
the latter it may be urged that the trouble and expense 
of manufacturing Coin must be paid for, that such a 
charge, when confined to actual cost, is legitimate, and 
that it must be borne by the Bullion. Placed upon this 
basis, the question is reduced to one of degree, i.e, of 
the actual minimum of Coinage charge at which a 
Mint can afford to manufacture Coin, and it remains to 
be determined, especially in regard to the United States 
Gold currency, whether the charge levied by the Ame- 
rican Mints is of the nature of Seignorage, or of that 
of a fair and legitimate charge of Brassage. 

Before entering upon the consideration of that 
question, it is expedient, first, to look at what has been 
done in other countries, in regard to the question of 
making a charge for Coining. England pretends to^ 
coin Gold/ree of charge. The English economists of 1816 
perceived, with prudent instinct, that the vexed question 
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of Coinage cliarge for Gold miglit best be set aside by 
abolishing it altogether, that the State should undertake 
the duty and expense of converting Bullion into Coin. 
By opening the door to Gold, removing every impedi- 
ment in the way which might appear in the light of a 
tax, and thus hamper importation, they wished to 
secure a free supply of the material, and by establishing 
complete identity between Bulhon and Coin, and placing 
no restrictions upon the exportation, they wanted to 
erect a fixed basis, upon which the nation might trade 
with the outer world with the utmost nicety of calcu- 
lating profits. The excellency of the theory which 
proinpted this course is undeniable ; it has given Eng- 
land a great advantage, although, as I may show pre- 
sently, it has not been possible to carry out the theory 
practically ; for, in spite of the so-called free Coinage, 
there is still a charge for coining, and the English sys- 
tem of the single Gold valuation violates other interests. 
In France the direct charge for coining Gold is 
fcs. 6*70 for 1 kilogramme of fcs. 3,100, or a little 
more than one-fifth per cent. In consideration of this 
payment of one-fifth per cent., the contractors for the 
French Mint undertake the manufacture of the Coin. 
It stands to reason that they would not undertake to 
do so, unless they made a profit thereby, so that the 
actual cost of the coining process itself must be under 
one-fifth per cent. 

In the United States the direct charge for coining 
Gold is one-half per cent., which, with certain peculia- 
rities in assaying, delays, &c., swells out to a total of 
about three-quarter per cent., or more than three 
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times as much as in France. The wages in the United 
States are not so much higher than in France; in 
machinery the Americans ought to have the advantage ; 
then, why is the charge so high ? 

It is not necessary here that I should allude to Ger- 
many and other States, but if, in order to complete 
the chain, I add thereto the Coinages made under the 
direct sway of a deliberate Seignorage, it would appeaj: 
that there are four classes of Coinage charge systems, 
viz. : — 

1. The system of free Coinage of Gold, as 
in England. 

2. The system of Brassage.pure and simple, 
as in France. 

3. The system of an elevated charge for 
Coinage, which to a certain extent has the effect 
of a Seignorage, as in the United States. 

4. The system of deliberate spoliation by 
Seignorage, as in vogue formerly, and still in 
operation in connection with subsidiary coins. 

Which of these four systems is the right one ? for 
only one can be right. Dismissing for the present 
No. 4, the deliberate Seignorage, and also No. 3, the 
mixed system (as I choose to term it) for future con- 
sideration, the first issue would lie between No. 1, the 
" free Coinage," and No. 2, the simple " Brassage." 
Here I must at once state that the system of the so- 
called free Coinage, the boast of all English economists, 
has been, in spite of its good theory, in practice nothing 
else but a sham and a delusion, and can never be any- 
thing else. In a pamphlet published by me in 1868 
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(Tlie Question of Seignorage and Cliarge for Coining) 
I showed conclusively that the so-called English 
Free Coinage involved a higher charge for coining 
than the system of Brassage in France. Extracts 
from this pamphlet are given in the Appendix.* It 
is indeed impossible, at least impracticable, to carry 
out the system of free Coinage without a charge arising 
in some form or another, independently of a direct 
charge for coining. The Mint requires some time in 
producing Coin; this in itself is a loss of interest. 
The Mint cannot be expected to take in all sorts of odd 
lumps and pieces of Gold from every member of the 
public who chooses to bring it, without much trouble ; 
and it is perfectly fair that it should prefer a regular 
steady customer, such as the Bank of England, which 
establishment, by reason of its Bank-note issue, can 
absorb any amount of Bullion, and is thus able to 
employ the Mint regularly, in very large sums, • fore- 
stalling others. The British Mint has hitherto coined 
almost exclusively for the Bank, and although the right 
to import Gold into the Mint is open to everybody now, 
and has recently been again confirmed by a judicial 
decision the outside pubUc will bring but little Gold 
to the Mint, but will prefer to sell Gold to the 
Bank of England, in spite of the small loss (nearly 
equivalent however to a Brassage) which they must 
thereby sufier. 

The system of free Coinage must be condemned on 
other grounds besides the impossibility of its practical 

— - .-■-I— ■-■■ - ■ ■■!- ■■ I- g PI >■■■ ■■ ■ ■■■■■III 

* See Appendix lY., — "English Free Coinage and French Brassage." 
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realisation. The expenditure of the Mint falls on the 
taxation, the expense for coining Gold is consequently 
borne by all classes, although Gold is used principally 
by the smaller number, the wealthier portions of the 
community. The mere assertion that the coining of 
Gold is intended for the benefit of all classes does not, 
in face of the patent fact that the poor use it but 
rarely, meet the justice of the case. In England the 
extreme injustice of this matter becomes all the more 
glaring, when it is borne in mind that the British 
Silver Coinage, that upon which more than three- 
quarters of the nation are dependent upon for their 
intercourse with each other, is charged with a heavy 
Seignorage of fi:'om 8 to 10 per cent., a profit which 
serves the Mint as a set-off against the free Coinage of 
Gold. Gold, it may be said, is coined in England 
gratuitously for the higher classes, at the cost of 
the lower classes which deal in Silver. Moreover, 
whilst the Coinage of Gold is thus of full value, open 
and free to all, and the supply unrestricted within the 
natural boundaries of commerce, the Silver Coinage is 
debased, the Mint refuses to coin it for the public, it 
has but a strictly limited legal tender value, and the 
amount in circulation thus becomes restricted within 
narrow and unnatural boundaries. 

The system of simple charge of Brassage, as 
adopted in France, I consider is the correct one. It 
can be pleaded that the service rendered by the Mint, 
in converting uncouth ingots of varying fineness and 
value into pieces of money of regular size and value, is 
worth paying for, and that a charge for doing so is a 
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legitimate and proper one, wliicli must be borne under 
all circumstances. But tlie amount of tliis charge 
must be strictly confined to the actual cost; the 
moment it goes beyond it, it becomes tainted with the 
character of Seignorage. I may go farther, and assert 
that if any Mint is unable to produce Coin cheaply, by 
reason of its defective organisation, its antiquated 
processes, and bad, weak machinery, through not 
availing itself of the improvements made generally 
in the mechanical arts, it commits an offence equiva- 
lent to the imposition of Seignorage, and that it is 
the duty of all States to perfect the working of their 
Mints. 

It is now expedient for me to state that the majority 
of the social economists in Europe (and a great many 
in England) agree with me as to the views here ex- 
pressed in regard to free Coinage, and that they advocate 
the imposition of a simple Brassage, the lowest prac- 
ticable charge for converting Bullion into Coin, as the 
most equitable basis upon which this question ought to 
be settled. These views are held by BuUionists ; never- 
theless, in England especially the spectre of Seignorage 
has lately again raised its head, and it is necessary that 
I should refer to these proceedings, partly because in 
the United States certain financiers have lately chimed 
in with the views held by these schemers, and partly 
also because the subject is preparatory to the main 
issue before me, that of the effect of the present high 
Coinage charge in the States. 

The English Finance Minister proposed in 1869 
that the free Coinage in England should be given up, 
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and that a charge for Mintage should be made in 
future. He proposed that this charge should be 1 per 
cent. Now as the actual cost of coining Sovereigns 
(according to the Mint-master's statement) is only one- 
sixth per cent., it follows that the five-sixths per cent, 
over and above would have been Seignorage. From 
Mr. Lowe's statement it appears that he had in view 
three distinct objects : Istly, that of assimilating the 
British Sovereign to the French 25 francs piece ; for 
the Sovereign being worth fcs. 25*22^ centimes, he 
thought that by taking away the 22^ centimes (equal, 
according to the calculations of financial alchemists 
of his class, to 1 per cent.), and by replacing them by 
what he was pleased to call the value of Seignorage, he 
could not only effect this change, but leave the value of 
the pound the same as before. This absurd proposal 
broke up before the good sense of the English people, 
but not without a very warm discussion,* in which it 
was made manifest that the Seignorage party in Eng- 
land, i.e. the party which considers Seignorage as an 
equivalent for Gold (to which the old Sultans of 
Turkey and other fooUsh or rascally tyrants and 
financiers belong) had many adherents. The Americans 
may rest assured that the English will not introduce 
a Seignorage of this kind ; but the matter is worthy of 
their attention, inasmuch as several orators in America 
seem to have obtruded themselves upon the American 
pubho with similar misconceptions. 

Mr. Lowe proposed, secondly, to use the 1 per 



* See Appendix V., — " The Gold Controversy in England." 
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cent, of Gold, of which the Coin was to be despoiled, 
for the purpose of forming a fund, from which the 
abrasion of the Coin might be paid for from time to 
time. This seductive proposal, however, also fell to 
pieces as soon as proper inquiry into its probable 
working was instituted. 

But Mr. Lowe's tlurd object, the most important 
one, was in substance this : " England coins Gold free 
of charge, that is, it manufactures pieces of Bullion 
(Sovereigns) from the raw material. Foreigners take 
advantage of this gratis manufacture in order to ex- 
port BuUion in this convenient form of Coin. Eng- 
land consequently bears the cost of Coining money for 
other nations, and the English Gold Coinage has 
formed a sort of quarry out of which other countries 
make Gold Coinage for their own use.^^ * Now, if 
instead of coining Gold free, we charged in future 1 
per cent., thereby rendering the Sovereign dearer and 
Bullion cheaper, we should export BulUon, but retain 
the Coin in the country !" 

Nothing seems more feasible than this last sen-, 
tence, and those who read it may feel disposed to say 
at once " of course that is right." It is, nevertheless, 
not only false from beginning to end, but the exact 
contrary is actually the case, that is to say : England 
with her free Coinage exports comparatively less of 
her own coin than other nations, whilst the countries 
which impose a Seignorage export a great deal more 
Coin than Bullion. 

♦ See Appendix VI., — "Mr. Lowe's Statement." 
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Tte following statistics, taken from the English 
Custom-house returns, will show this : — 



Exports of Gold from 


England. 




British Coin. 


Bnllion and Foreign Coin. 


• 


Onnoes. 


Onnces. 


1858 


391,628 


2,893,514 


1859 


291,244 


4,447,940 


1860 


837,846 


3,233,424 


1861 


2,254,596 


644,370 


1862 


1,365,031 


2,746,864 


1863 


1,606,923 


2,381,781 


1864 


1,289,271 


2,188,206 


1865 


870,859 


1,369,866 


1866 


1,029,108 


2,291,419 


1867 


326,304 


1,669,622 


1868 


945,363 


2,284,165 


1869 


736,322 


1,396,912 



Ozs. 11,944,385 Ozs. 27,547,962 

During the same period the British Gold Coin re- 
imported into the United Kingdom amounted to — 

British Gold Coin. 



Re-imported into the United Kingdom. 

Onnces. 



Re-imported into the United Kingdom. 

Onnces. 



1868 ... 


327,292 


1864 . 


.. 182,809 


1859 ... 


, 370,986 


1866 . 


... 557,446 


1860 ... 


40,766 


1866 , 


... 1,041,084 


1861 ... 


177,119 


1867 . 


... 634,298 


1862 ... 


. 473,784 


1868 . 


... 364,387 


1863 ... 


, 386,859 


1869 , 


... 668,600 



Ozs. 5,105,329 

So that the actual exportation of British Gold Coin 
during this period (the Custom-house statistics do not 
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go farther back) amounted to 6,839,056 oz. in British 
coin, and 27,547,962 oz. in Bullion. ^ 

But here a special feature must be taken into 
account. The United States, during the years 1861- 
1866 (those of the war), when matters were in a most 
disturbed state, absorbed an exceptionally large amount 
of British Gold Coin, taking in 1861 alone 1,730,860 oz., 
or double the quantity which they took jfrom England 
during the whole of the other thirteen years between 
1858 and 1869. Again, the greater part of the 
Bullion exported from England consists of fine Gold, 
more valuable per oz. than the British Gold Coin.* 
Making a fair moderate allowance for these eventuali- 
ties, it may be said that under her so-called free 
Coinage system, England's exports of Gold consist of 
six times as much Bulhon as British coin, the latter 
forming only one-seventh part of the whole exporta- 
tion. This statement ought to refute Mr. Lowe's 
assertion as to the undue exportation of Gold Coin 
from Great Britain.t 

But if Mr. Lowe were right it would be easy for 
him to show a positive example.- In the United States 
the charge for Coining is one-half per cent., which with 
other charges amounts to three-quarters per cent. 
This is not quite Mr. Lowe's 1 per cent., but it is near 
enough for the purpose of showing the efiects of a 
Seignorage (for such it is). Here then is Mr. Lowe's 

* The oz. of Gold Bullion varies in value, say from £3 15s to 
£4 5s, or 18 dollars to 20 dollars. British Gold Coin £3 17s lO^d, 
18f dollars. American, £3 16s 6d, or 18f dollars per ounce. 

t See Appendix VI., — " Mr. Lowe's Statement.'' 



24 



THE UNITED STATES GOLD COINAOE. 



ideal ; and the American Seignorage " ought to render 
Coin dearer, Bullion cheaper, the latter alone must be 
exported, the Coin must remain in the United States/* 
The fallacy of this theory mil appear from the follow- 
ing statistics of the British Custom-house : — 



Imports of 


Gold into thh 


: United Kingdom feom the 




Unitbd States. 






British Gold Coin. 


American Gold Coin.* 


Bullion. 




Onuces. 


Ounces. 


Onnces. 


1858 ... 


93,916 


634,586 


608,989 


1859 ... 


46,854 


1,290,002 


802,508 


1860 ... 


9,618 


643,195 


516,963 


1861 ... 


3,226 


1,822 


5,403 


1862 ... 


, 202,273 


1,705,268 


697,570 


1863 ... 


, 136,735 


1,627,175 


224,076 


1864 ... 


58,202 


1,815,046 


94,880 


1865 .., 


39,124 


888,725 


218,201 


1866 ... 


87,136 


1,804,247 


335,087 


1867 ... 


20,596 


1,034,757 


266,790 


1868 .. 


24,857 


1,392,997 


418,293 


1869 .. 


79,828 


292,322 


107,546 


1870 .. 


28,757 


1,361,135 • 


451,370 


Total ... 


. 831,122 


14,291,267 


4,747,676 



The importation from the United States to England 
from 7th January 1871, to 9th August 1871, are given: 

Ounces. 

Coin 1,427,878 

Bullion 146,954 



* Called " Foreigu Coin" in the returns. 
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Exports op Gold from , the United Kingdom to the 

United States. 



British Gold Coin. American Gold Coin. 



1858 
1859 
1860 
1861 
1862 
1863 
1864 
1865 
1866 
1867 
1868 
1869 
1870 

Total 



Ounces. 

14,588 

2,568 

414,801 

1,730,860 

8,500 

3,234 

11,428 

13,822 

210,174 

8,207 

1,704 

195,324 

10,712 



Ounces. 



Bullion. 
Ounces. 



1,357 

63,333 

937 

7,136 
36,876 

1,906 
51,491 

8,410 
27,809 
76,220 

8,151 



27,110 
83,326 



2,625,922 283,626 110,436 

From this statement it appears (if the period 
between 7th January and 9th August is added thereto), 
that the United States export more than three times 
as much Coin as BuUion, Bullion forming less than 
one-fourth of the whole exportation of Gold. 

It also appears that only 283,626 ozs. of the whole 
mass (including 8th January to 9th August 1871) of 
15,749,137 ozs. of American Eagles returned home, the 
rest, worth about 265 millions of dollars, of full valued 
American Gold Currency, has been completely lost 
and absorbed by England alone. Now it is perfectly 
true that the balance of trade is on the average of years 
against the United States, and that large quantities of 
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Gold must be sent from thence, but why should this be 
Coin, for which you, the people of the United States, have 
not only already paid three-fourths per cent, charges to 
the Mint, which you must lose, but which Coin cannot 
in England reaUse as much as your uncoined Bullion 
on which no Mint charge is yet paid? This situation 
is all the more remarkable when it is borne in mind 
that the greater portion of the 4,747,676 ozs. of Bullion 
sent from the United States consists chiefly of ship- 
ments from California direct to England, including large 
quantities of "refinable" stuff. 

And why, if the balance of trade is in your favour, as 
it is in some years, and England owes you gold, why did 
you get back only 110,436 ozs. of Bullion, (two miserable 
attempts in 1860 and 1861) arid 283,626 ozs. of your own 
Coin, whilst you imported no less than 2,625,922 ozs. 
of British Sovereigns ? Granted even that this amount 
is rather swelled by the extraordinary year 1861, to 
the extent of one million ozs., there still remains 
1,625,922 ozs. The British Sovereigns shipped from 
England are not new (for the Bank of England takes 
certain wise precautions against the exportation of new 
coin), they are abrased, and through the Mint remedy 
contain proportionably less Gold than Bullion ; even at 
the fixed value at which they are current with you, they 
should not be able to compete with your own coin. It 
follows that when Gold is due to you it ought to reach you 
in the shape of Bullion, so that it may be converted into 
national currency. Then why does not this take place ? 

The reason is perfectly obvious, the high Mintage 
charge in the United States is tantamount to a tax on 
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Gold Bullion, which effectually prevents its importation^ 
and therein lies the whole secret of the paradox. The 
country which imposes a Seignorage on Coin becomes 
a market unfavourable and closed to the importation 
of BuUion ; it cannot hold the BulUon in store, and it 
is forced, nolens volens, to part with its Coinage for 
what it is worth as Gold Bullion. The BngUsh Chan- 
cellor of the Exchequer says : " If I put 1 per cent. 
Seignorage on Coin, I make Coin dearer.'* To whom 
does he make it dearer ? Evidently only to the subjects 
of the realm, not to the foreigner, who refuses to take 
it at the fictitious value. But it is true that he makes 
Bullion cheaper to the foreigner, and the foreigner will 
readily take this Bullion. This does not end the matter, 
for by the same operation Bulhon is made dearer to 
the subject who wants to import it. Hence he creates two 
forces, one which tends to the exportation of Bulhon, 
and one which prevents its importation ; between the 
two, when their more immediate efiects have " played " 
the market bare of Bullion, the subject has ultimately 
no other choice than that of falling back upon the ex- 
portation of the coin itself. The English Chancellor of 
the Exchequer, if he had carried out his scheme, would 
have killed the goose with the golden eggs, and that 
is just what the United States, by their present high 
charge for coining, have been doing all along. 

*'How can this be?'' it maybe asked; "trade must 
go on somehow, whether you make a charge or not; the 
country must export and import." I grant that it must 
continue to export and import, but it may nevertheless 
lose its currency. It will be admitted that the charge 
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for coining does not fall on the foreigner : it falls on 
the trader at home, who pays for the abstraction. The 
commerce between nations takes place because the 
rate of wages, production, and the various necessities 
differ, and exchange of commodities is conducted to 
mutual advantage. Now if one nation is taxed, say 
to the exlent of 1 per cent, upon that which serves as 
valuator as well as equalizer of international accounts 
(money), it follows that it has to deal with an extra 
dijficulty, independent altogether from the standard of 
value afforded by wages and produce ; and this difl&- 
culty must be paid for by the absolute abstraction of 
1 per cent, from something. Yielding to this necessity, 
the nation in question must charge more for the pro- 
duce it exports, and must pay more for the produce 
which it imports. It is possible that in regard to many 
articles of consumption, this effect on prices may be 
borne without a sensible diminution in their sale and 
purchase ; but the majority of commodities fall imder 
the sway of competition or free trade. Their production 
or use must therefore become limited, or entirely 
stopped, and that would mean nothing less than a 
considerable falling off in the material prosperity of 
a nation. Yet nothing but an absolute effect of this 
kind suffices to counterbalance, mathematically, the 
abstraction of the 1 per cent. 

Is this striving after a mathematically correct 
counterpoise realizable ? I say that it is not, and that 
human nature, social arrangements, industry and com- 
merce cannot thus be forced to respond in mathematical 
proportion to the effects of an inconvenience ; it will 
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continue to struggle against it. So will he who is 
forced to work or starve continue to work, even if he 
has lost a finger, or suflFers from some small complaint, 
although the weakness thereby produced, in competition 
with other perfectly healthy workers, will tell upon him, 
and force him to make certain sacrifices. 

The consequences of the abstraction by Seignorage, 
therefore, go into two directions, the one-half hampering 
the commerce and the development of the country 
(which commerce, however, continues somehow to go 
on), the other half taking the form of a direct loss on 
the Currency, and should its effect extend but to one- 
half per cent, on international transactions, it would 
be necessary only to multiply the annual total of the 
latter with a certain number of years in order to show 
how steadily the one-half per cent, would grow into 
miUions. These millions are Currency leaving the 
country for ever, and for no other reason than the 
effects of the Seignorage — an element totally distinct 
from all other considerations and ordinary contingen- 
cies of intercourse. 

There are many other ways in which the correctness 
of this view may be illustrated. The United States 
especially afford an example. One of the peculiarities 
in the American Exchange Market are the extraordinary 
leaps which the European Exchanges take at times when 
no political or commercial crisis, or other extraordinary 
event, seem to warrant them. They take place generally 
in a rising Market, and for the following reason : — 
When the short Exchange on England rises to about 
109:j the shipping of certain descriptions of Bullion from 
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New York commences, and provided that there is 
sufficient Bullion on hand, it is rapidly absorbed. But 
when it is thus absorbed, and when the Exchange rises 
further, the American Banker must demand 110^ for 
his drafts ; for having no more Bullion, he is obliged 
to ship Eagles, which, sold in England only realise an 
Exchange of 110^. In the Appendix hereto * I give the 
fullest particulars of shipments of Gold Bullion and Coin 
between London and New York and vice versa. The 
perusal of these statements will show conclusively how 
hurtful to the interests of America is the heavy charge 
for Mintage, not only in regard to the absorption of 
American Coin, but also in regard to sudden and un- 
called for margins in the Exchanges. These jumps 
and incongruities in the American Exchanges cannot 
take place between France and England for instance. 
The greater identity between Bullion and Coin in both 
countries enables them to equalize their Exchanges 
within more narrow limits. Freight and charges 
between London and Paris are not much lower than 
those between New York and London ; and the high 
charge of the American Seignorage alone causes the 
jumps; it acts, as far as the United States are 
concerned, " hke a dog in the manger" to the trade 
of the United States. 

Now although the American Banker makes con- 
siderable profits on these jumps of the EngHsh 
Exchanges, the English themselves derive the greater 
share of them. Knowing that the American Exchange 
is liable to these variations — ^that it does not afibrd a 

♦ See Appendix VII.,—" Shipments of Gold." 
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firm contract hasi^^ the European who " lays out" orders 
for cargoes of American produce, or exports goods to 
the United States, takes good care to leave a margin 
which will guarantee him against contingencies. In 
otter words, he secures to himself an insurance pre- 
mium, which has this enormous advantage, that it never 
involves the loss of capital, hke other insurances. In 
the end and on the average it is tantamount to a clear 
profit to him, and in the balance of trade it accrues to 
him partly in Gold^ which America loses. However 
small this margin may be, calculate how large an aggre- 
gate it must form on the daily intercourse of the two 
nations, and what it must be in the course of thirty or 
fifty years. How much of this advantage does England 
realise in Gold — ^how much does America lose ? 

I think that these remarks will suffice to convince 
Americans that the high Coinage charge which their 
Mints levy upon Gold is a dire mistake, which has 
ruined the Gold Currency of the United States, and 
which places the trade of the country at great disad- 
vantages, tantamount to an extra loss on all interna- 
tional transactions. The melting down of this beautiful 
Coin in Europe by millions is a pitiable thing to watch. 
The Banks in Europe, uncertain when the American 
Exchanges wiU jump round, cannot even keep this 
Coin in store, with the ultimate design of returning it 
to America as the most profitable thing to do, when 
shipments of Gold to New York are necessary. They 
are obliged to melt it down at once, so as to realise its 
full value. Think of the loss, the wild extravagance, 
the absolute absorption of three-quarters per cent, which 
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the Americans suffer, merely by this melting process. 
This at all events might be saved, if in American mar- 
kets there was a stock of Bullion. But that cannot be, 
firstly because Bullion is not imported from abroad, and 
secondly the stores of Bullion cannot be properly 
realised or held there, excepting by immediate export 
or by immediate Coinage. The want of identity between 
Bullion and Coin in America prevents the establishment 
of a reservoir (such as the Bank of England is for 
England) for Bullion, and nothing but the choice 
between two evils is the result. 

What then should be done in order to remedy this 
unhappy position ? It is scarcely necessary to say that 
the present charge for coining Gold in America, or the 
present Seignorage, must be altogether abolished, and 
that a simple " Brassage," the most moderate charge 
for coining, should be substituted. I have already stated 
the reasons which plead against the introduction of an 
absolutely free coinage for Gold, and am of the opinion 
that the sacrifices which the State might possibly be 
inclined to make in its favour, had better be devoted to 
the reorganisation of the Mints and adequate improve- 
ments in their machinery. For it will be conceived 
that inasmuch as the utmost cheapness in Brassage is 
desirable, and inasmuch as this cheapness in its turn 
is dependent on the economical working and the most 
perfect machinery, it is necessary that the Mints 
should be placed on the best possible footing. Are 
the American Mints as perfect as they can be made ? 
I do not think so, although I allow that in several 
respects they are a-head of the London and Paris 
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Mints. But the fact is this : all Mints are behind the 
age in their methods of coining and in their machinery. 
The Mints are State monopolies, not subject to the 
healthy influence of competition, and, in spite of the 
progress made from time to time, they have been 
unable to keep equal pace with the great improvements 
in the mechanical arts generally. Governments shun 
the outlay on new machinery. At the end of this little 
book I have ventured to give a description of an im- 
proved process of coining and better machinery. The 
suggestions there made have been highly approved of 
in Europe, and they are likely to be adopted. The 
description is written so that even those who are not 
technically acquainted with the subject may under- 
stand it, and I cheerfully surrender the invention to 
the American public, in the hope that it may be useful.* 

If the present French Mint contractors can work 
at a margin of one-fifth per cent., with their shockingly 
bad machinery, and if the British Mint master, with 
machinery but little better, can work at one-sixth 
per cent., it is reasonable to suppose that, with Mint 
processes and machines much improved, a charge of 
one-tenth per cent, will be sujficient to cover outlays, 
and I recommend accordingly that the Brassage on 
American Coin should be fixed at one-tenth per cent., 
or one per mille. At the same time, an improvement 
should be made in the method of stating assays. The 
American Mint pays but for one-half per mille of fine- 

* See the last chapter in this book, " Improvements in the Pro- 
cess of Coining." 

3 
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ness, that is to say, if an assay turns out nearly, but 
not quite 917 (say 916.9), it calls it 916.5. This 
system, on the average, causes a loss to the importer 
of Bullion of one-quarter per mille, a small item it is 
true, but yet sujficient to have an influence. The 
assays should he stated at one-tenth per mille fine, as 
in France. I know that American assayers, if they 
choose to be extra conservative, may allege that this 
fineness is not always accurately attainable, yet it is 
done in France ; and as, after all, there remains a clear 
margin of one-tenth per mille to cover risk of one- 
tenth or two-tenths inaccuracy, it is best to be liberal. 
The inaccuracy acts both ways ; the average is right. 
The French Mint, under this system, found a difierence 
of only fcs. 27, on a Coinage of 100 millions, in its 
favour. In the pamphlet on " Seignorage, or Charge for 
Coining," to which allusion has already been made, I 
pointed out how the English system of assaying by 
one-eighth carat grains, as compared with the French 
one-tenth millifeme assay, had the efiect of a small tax. 
The Bank of England thereupon made the important 
improvement of adopting the milUfeme system in one- 
third millifemes, and although this is not equal to the 
one-tenth, yet the Bank of England, by paying atten- 
tion to my remarks, vindicated the principle of liberal 
Coinage ; and it is this spirit of liberality which must 
accompany any reform in the American method of con- 
verting Bullion into Coin. 

It is my belief, if the recommendations which I have 
made as regards the abolishing of the present Seignor- 
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age, and the substitution of a moderate Brassage, &c; 
are carried out, that a speedy improvement will take 
place in the American Gold Currency. More BulUon 
will be exported than Coin, and a considerable amount 
of both Bullion and Coin will remain in the country. 
That this would have the tendency to promote a return 
to specie payments is obvious ; but over and above aU 
these advantages, the tax which American Commerce 
bears on account o£ the .exchanges with Europe wiH 
be abolished ; all this will have a beneficial influence on 
prices, on extravagant expenditure, and altogether 
make the United States more independent in their com- 
mercial position. 

A country like the United States, with her im- 
mense resources, and the continual stream of emigrants 
coming to the country, should not be a continual 
exporter of Bullion. ** But," it will be said, "we 
Americans are extravagant, and live luxuriously on 
European labour." I say ; you live extravagantly on 
European labour, because, by means of your over- 
whelming Bank-note issue (a fault committed even 
before the war) you have created an artificial state of 
prices, and by a seeming abundance of money you have 
become reckless and extravagant. If you had followed 
a difierent policy, adhering to* cash (or reasonable 
note issues), there would have been more equaUty 
in prices, you would have kept more Bullion in the 
country for the encouragement of your own industry, 
and by its development you might by this time have 
been able to live quite as luxuriously on the products 
of your own industry without importing so much 
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foreign produce, and without exporting so much 
BuUion in payment of it.. I am quite prepared to 
allow that the necessities of the Government during 
the war with the South required the Greenback Cur- 
rency, but this is a special feature. Improve your 
present Metallic Currency laws in the direction I 
have suggested and you will find that mord Gold will 
remain in your hands, and then there will be less 
necessity for the use of Bank-notes. 
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CHAPTER III. 

THE UNITED STATES SILVER CURRENCY. 

DOUBLE VALUATION vers^is GOLD VALUATION. 

WHAT has become of the American Silver dollar, 
the original Standard of Value ? Why has it 
disappeared ? Why are no new dollars coined ? Why 
has the half-dollar and quarter-dollar, of full value 
until 1853, been reduced, so that if it is now melted 
down it will be found short in value to the extent of 
about seven per cent. ? Why are the immense quantities 
of Silver, which are now mined out of the soil in the 
Western parts of the United States, all sent to Europe 
or the East, there to swell the currencies, instead of 
being used to enliven intercourse among the people of 
America, or to replace the depreciated paper currency? 
These important questions can be discussed before 
the American public in two diBFerent ways, namely, — 
On the international ground, as belonging 
to the controversy known all over the world as 
that of the Double versus the Single or Gold 
Valuation^ in which the political economists of 
all countries take an interest ; and — 

On the national ground, as a subject which 
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is more directly connected with the interests of 
the United States, and which will appeal to the 
practical sense of the people. A complete sepa- 
ration between international and national interest 
cannot of course be made, but the two points of 
view may nevertheless be used with advantage. 
The great international controversy of the systems 
of valuation by the precious metals, i.e. the Single 
Valuation versus the Double Valuation, has created a 
vast literature, and given rise to several official 
inquiries. A firm decision has not yet been given, 
the result is still uncertain, and the opinions remain 
much divided.. It is impossible in these pages to give 
a full account of all that has occurred and that has 
been written on the subject ; those who take an interest 
in the matter should make themselves acquainted with 
the views of English economists (who take the lead in 
favour of their own system of Gold Valuation, and 
who have found imitators in America, France, Spain, 
&c.), and with the writings of the advocates of the 
Double Standard, in which Monsieur Wolowski, the 
eminent French economist, stands foremost. Several 
Grerman and Dutch authors have written in favour of 
tiie Double Valuation ; in England, the writer of these 
pages has published his views. Until recently he stood 
almost alone; he has now gained many adherents. 

The main points of the controversy will appear 
from the following : — Silver and Gold, from the begin- 
ning of the world's commerce, have always served 
together as the materials for money. It is true that, 
consequent upon the different geographical position of 
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nations, the different produce of the mines, there have 
always been nations who used more Silver, others who 
used more Gold. Further, as the general production 
of either of the precious metals differed in the various 
ages, there have been differences in the proportionate 
rates of value between Gold and Silver. Thus the 
great supply of Silver, after the discovery of America 
by Spain, sensibly affected the value of that metal. 
Hence, and so the advocates of the Gold Valuation say, 
" there is a constant liability to fluctuations in the 
Standards of Value. It is better therefore that, in order 
to secure unity, there should be but one standard, and 
this standard should be Gold." This is the great 
theory upon which conclusions in favour of the Gold 
Valuation are based, and anybody who fills his mind 
with this single idea, without being able to leave room 
for other equally valuable theories appertaining to the 
question, is likely to be misled by the apparent logical 
simpHcity of the dogma. The second argument 
brought forward by the advocates of the Gold Valua- 
tion is, that Silver is too heavy for the present pur- 
poses of commerce, that its carriage and handling are 
inconvenient, and that Gold, being so much lighter, is 
more suitable; and the third allegation is, that all 
civilised nations either have adopted, or show the dis- 
position to adopt the Gold Valuation. 

The opponents of the Single Gold Valuation deny 
the correctness of these views. They say : Gold and 
Silver have at all times gone hand in hand, Silver 
indeed has been the principal standard hitherto, and 
it was not until 181 6 that England alone adopted Gold. 
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The so-called fluctuations in the proportionate value 
between Gold and Silver have never done any injury to 
the commerce of any nation ; they were always accom- 
panied by a compensation in other directions naturally 
appertaining to them. " But,'* the others say, " have 
not these fluctuations had the effect of withdrawing 
Silver from that country to another, where it became 
dearer, and thereby abstracting the circulating medium 
from that coimtry, and doing it an injury ? Did not 
England lose her Silver Currency at the beginning of 
the century ? Did not France lose the greater part of 
her Silver 5 franc pieces between the years 1860-1860, 
for export to India? And what has become of the 
American Silver dollar ? " 

It can be shown that the loss of the English Silver 
Currency before 1816 had nothing to do with fluctua- 
tions in the precious metals ; it was caused simply by 
the enormous paper issue which then took place, and 
which will always drive away Bullion. France it is 
true has parted with a great portion of her Silver for 
English account to India, but still retains a large 
amount ; but in return for this Silver, and at a con- 
siderable profit, France has received more than an 
equivalent in Gold. Instead of suffering through the 
Double Valuation, she has benefited by it, and before 
1870 she held no less than £300,000,000 sterling in 
Gold and Silver, or three times as much as England. 
The United States Silver Dollar has disappeared through 
a cause totally distinct from the theory of fluctuations ; 
what the real cause is will appear hereafter. 

The defenders of the Double Valuation say, further: 
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The idea that the production of Gold and Silver, 
and their respective use, should be in mathematical 
proportion, so that the supposed fluctuations are 
avoided, is an unnatural one, hfeless, like all mathe- 
matical assumptions. The very nature of intercourse, 
the development of civilisation, is irregular, and would 
destroy this mathematical idea. The demand is elastic 
enough to absorb all supply, whether regular or 
irregular. Indeed, the causes of the supposed fluc- 
tuations are due chiefly to the different systems in 
use : one nation using Gold, the other Gold and Silver, 
the third only Silver ; if all were to use Gold and 
Silver there would be no fluctuations at all. A very 
powerful argument against the theory of fluctuations 
is afforded by events since 1848. It is true that 
the sudden supply of Silver 300 years ago lowered its 
proportionate value; but since 1848 the advent of the 
Californian and Australian Gold discoveries, which 
have nearly trebled the stock of Gold, and which, to 
realise the rule, ought to have enhanced the value of 
Silver, no change has taken place ; the proportionate 
value between the two metals has been well main- 
tained. Now, since the opening of the new American 
Silver mines, we have received and shall continue to 
receive again much Silver, and Australia may also 
soon produce Silver. 

The argument that Silver is too heavy for the 
present purposes of commerce could only be justified 
if it could be proved that since 1816 the prices of 
commodities had risen 15^ times (the usual proportion 
between Silver and Gold), But even this would 
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furnish no valid reason to abandon Silver as a valua- 
tor. Prices have not even doubled ; in many respects 
they are lower than before. For very large sums 
Providence has suppUed Gold as the most useful, and 
the case of the advocates of the Double Standard is 
not that of forcing the use of Silver alone, but that 
of maintaining the use of both metals, each finding 
its sphere of action in a natural way. If Silver con- 
tinues to be used as legal tender, it certainly may be 
necessary frequently to transmit it in large sums; 
and if in former times, when carts had to travel on 
bad roads, no loud complaints were made as to its 
weight, there is certainly much less ground for such 
complaints now, when we have fine roads, steam ships 
and railways to facilitate transport, and when proper 
Bank-note issues will enable us to deposit Silver bars 
as securities in the vaults of Banks. 

" But," so the rich man will say, " it is heavy in 
the pocket." Those who make this objection forget 
entirely that the Silver money issued under the Gold 
Valuation system, being bad and not legal tender, 
consequently unfit to be held as security in Banks and 
elsewhere, is thereby forced into the pockets of the 
pubhc, and that under the Gold valuation people are 
compelled to carry more weight in Silver than they 
otherwise would. And almost everybody is compelled 
to carry heavy Copper pieces. Now if the rich man 
is now and then obliged to carry a few Silver dollars 
with him, would he therefore have the right to use 
his objection to them as a reason for asking the 
Government to aboUsh Silver as a valuator, thus 
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depriving the less wealthy, (the great majority), 
of the right and the use of sound, healthy Silver 
money ? * 

The third argument of the advocates of the Gold 
Valuation, " that all civilised nations use the Gold 
Valuation," belongs to the category of grandiloquent 
claptrap with which the orator imposes upon the un- 
wary. The fact that states Hke Germany, Holland, 
Austria, and others have hitherto actually adhered to 
the Silver Valuation, whilst France, Belgium, Italy, 
Switzerland, and other States maintain the Double 
Valuation, at once shows the "bounce" involved in 
such an assertion. It is quite true that Germany and 
other States must recognise Gold (as India may ulti- 
mately) alongside of Silver, it is also true that a ten- 
dency to go over to Gold entirely has made itself felt 
in France — ^but as the case actually stands it warrants 
nothing beyond the hope of an international agreement 
for both Gold and Silver— and the assumption that 
all civihsed nations show a desire to adopt the Single 
Gold Valuation is untrue in fact. Blinded by the 
before-mentioned theory as to fluctuations, certain 
weak economists in Germany even have chimed in with 
the general cry started in England and the sufferers 
from Anglo-mania generally, the unhappy course 
which America herself since 1853 has followed out in 
this matter, has contributed to give weight to their 

* Many American gentlemen carry revolvers in their pockets 
without complaining of their weight. They might abolish them, or 
at all events carry smaller ones, making np the eqnal weight by a 
couple of Silver Dollars. 
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views ; but that is all. The whole subject is yet open 
to more sober investigation. 

The defenders of the Double Valuation otherwise 
recognise that the desire to establish a unity of value 
all over the world, by the use of one material only, is 
a point requiring consideration, if only for the purpose 
of showing its fallacious character. Practically, as 
Gold and Silver have always been used together, and 
now prevail together, the world has never had this 
unity, if such a term can be used. Its establishment 
would therefore be a complete innovation, whose 
ultimate effect is extremely doubtful. Would it pro- 
duce greater happiness ? 

Now if England and other countries who use the 
single Gold Valuation were so immensely more happy 
and prosperous than other nations, whilst France with 
her Double Valuation, Holland and Germany with their 
Silver Valuations, were so badly off, we might point to 
them and say, "Here are practical examples I" But 
nobody will assert that England holds this position. 
She has immense advantages in her natural resources 
and industry over other States, but her wealthy classes 
alone (those who are rich enough to use Gold, of which 
they can obtain a free supply at full metallic and legal 
tender value) are happy ; her lower middle classes are 
but living from hand to mouth ; in her industrial and 
poor classes (those who use Silver coin principally, of 
which, under the Gold Valuation, they can obtain but 
a restricted supply of undervalued pieces, strictly 
limited as to legal tender) there prevails an amount of 
misery and pauperism of the most appalling kind. 
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All that can be said is, that to all appearances England 
has been able to maintain the Gold Valuation — the 
question whether she might have done better with 
the Double Valuation remains open. It can farther be 
said that England has only been able to maintain the 
Gold Valuation by contrast, because others had it not, 
and that the value of her debased Silver coinage has 
only been fairly kept up because in other countries 
Silver is maintained as a valuator. Nor do the other 
States of the Gold Valuation, Portugal, Turkey, Chili, 
&c., show, either in their international relations, 
or in their inland intercourse, that they have gained 
anything over others. There being thus no evident 
practical example of the supposed superiority of the 
80-caUed unity of Standard, we can only assume that 
the striving of its advocates after its reahsation all over 
tho world has the character of an undefined theory, 
from which, somehow^ great advantages are expected. 

The undefined principle contained in the proposi- 
tion may be directly met by the assertion that a sole, 
independent, uncontrollable unity is an impossibility — 
a mere thought or shadow without substance. A 
general idea as to the comparative value of commo- 
dities and Gold does not suffice. I contend that every 
measv/re must be capable of division into smaller parts, 
and that these parts must again give the measure. 
With Gold this division is not possible below a certain 
figure, that of the lowest coin which can be made 
from it (and practically the five-franc and the dollar 
Gold pieces are already too small) ; hence it cannot 
fairly perform the office required by a valuator, and it 
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must be allied with a coadjutor capable of giving these 
smaller divisions. Silver is this natural coadjutor, and 
it must have the same comparative rights-^so as to be 
able to perform its office unfettered — to balance the 
account. Its use as legal tender would thus seem to 
be an absolute necessity, a control to the efficiency and 
value of Gold, without which the latter is placed on an 
uncertain basis. 

The defenders of the Double Valuation can bring 
forward (independently of all these considerations) 
much more weighty reasons, which, under the practical 
judgment of sober inquirers, will utterly condemn, in 
the interests of mankind, the adoption of the Gold 
Valuation. They can show that the universal adoption 
of the Gold Valuation (which all natipns would ulti- 
mately be obliged to accept) would entail the demoneti- 
sation and destruction of nearly one-half of the entire 
metaUic means of Exchange now current in the world. 
The total being estimated at 1,800 million pounds 
sterling (of which 700 are Gold and 600 Silver), there 
would first be a loss of at least 460 millions of Silver, 
and ultimately the loss of the balance, making it impos- 
sible to maintain Silver even as change. They say 
that this would be a heavy blow to commerce and to 
civilisation, that the prices of labour and commodities 
would fall greatly in value, whilst the value of invested 
capital would undeservedly and greatly increase, to the 
detriment of all social relations, entailing great hard- 
ships upon the labouring interest. In the Appendix 
I develop the reasons which lead to these results.* 

See Appendix VIII., — " Conseqiiences of the Gold Valuation." 
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They further allege that the Gold Valuation, which 
can only be upheld by the law of legal tender in favour 
of Gold, necessitating the debasement by Seignorage 
of Silver, and a narrow limit of legal tender, has the 
effect of giving a full and free supply of Gold Coin to 
those who deal in it, whilst it restricts the value and the 
supply of Silver coin within so narrow a compass that 
those who for their mutual intercourse are dependent 
on its use, are unjustly prevented from developing 
the same, and that pauperism, misery, starvation and 
crime are the results of this fearful injustice. These 
views are also set forth in the Appendix.* There 
are other matters of theory and practice connected 
with the whole controversy which within these pages 
would take too much space. But the remarks so far 
made (including the paragraphs 8 and 9 of Appendix) 
will put the reader into possession of the main points 
appertaining to the controversy. 

The international bearing of all these questions 
must interest America as much as all other nations ; 
and although she herself has more elbow room, she 
cannot pursue a selfish policy in reference to these 
matters. Indeed, situated as she is, — the future mistress 
and leader of the world, — ^the Great Republic is pre- 
eminently interested in all that concerns humanity at 
large and the proper adjustment of social arrangements 
between the various interests of society. Her decision 
in this matter may be a turning point in the history of 
progress ; let us hope that she will recede from the 
way which since 1853 she has deemed fit to pursue, 

* See Appendix IX., — " Injustice of the Gold Valuation." 
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« 

and that she will apply the principles of justice and 
the dictates of good enlarged policy to the settlement 
of the question in favour of the Double Valuation. 

Before considering the more immediate national 
interests of the United States, it may be well to 
review the actual position of the different valuations. 

The Single Gold Valuation prevails in 

Great Britain Turkey Brazils 

Portugal Chili Australia 

The Double Valuation in 

France Italy New Granada 

Belgium Spain Ecuador 

Switzerland Greece Peru 

The Silver Valuation in 
Germany Denmark Central America 

Austria Sweden - India 

Holland Norway China 

Russia Mexico Japan 

France, and with her Belgium, Italy and Switzerland, 
has reduced her Silver Coinage from 2 francs downwards 
to a lower fictitious value, but she still maintains the 
full 5 francs Silver piece. The Imperial Commission of 
1870 recommended the adoption of the Gold standard ; 
since which time, however, the Empire has gone 
down, and with it aU that it suggested. There is 
every reason to believe that the men now ruling 
France are in favour of the Double Valuation ; besides, 
the present necessities of France will point out that it 
is good policy to make use of every material available 
for monetary purposes. The Anglo-mania has died 
out ; the good sense of the French will revert again to 
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the great logical monetary system from wliich, as a 
nation, they have derived so much benefit. 

In Spain the Finance Minister has lately spoken in 
favour of the Gold Valuation ; Sweden has coined 20 
francs pieces ; Japan, by the reduction of the Cobang, 
has seemingly now adopted the Double Valuation. 
Austria, although she contemplated the adoption of 
the French system, and has coined a few 20 francs 
pieces, will probably fall back upon her Silver Florin, 
combining the same with a more suitable Gold piece 
than the 20 francs Coin. 

States like Portugal, Turkey, Spain, Chili, Greece, 
Ecuador, Peru, Sweden, Norway, Central America, 
although they lend some weight to the respective 
systems to which they belong, may, to some extent, be 
considered as beyond the limit of intellectual examples. 
The science of political economy is not very highly 
developed in these quarters, where statesmen are more 
imitators than originators. The same may be said of 
Brazil, India, and China, but the latter give con- 
siderable force in favour of Silver by the enormous 
extent of their populations, and the tenacity with which 
these adhere to that metal. Mexico, as a large pro- 
ducing country, natiu'ally clings to Silver, whilst 
Australia, a gold producer and an English colony, 
must favour Gold. 

The practical issue lies between England, as the 
country representing the pure Gold Valuation; France, 
Belgium, Italy, Switzerland, as examples of the Double 
Valuation; and between Germany, Holland, and Russia. 
Taking the position as a whole, including India and 

4 
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the East, it is numerically in favour of Silver. Thus, 
placing Gold in juxtaposition with Silver, it may be 
said that, over the ivorldy the principle of the Double 
Valuation is represented, with a tendency in fact, in 
favour of Silver; so that the tendency in theory in 
favour of Gold can even be allowed some play before 
the equilibrium is brought about ; several States may 
definitely join the Gold valuation without destroying 
the balance between the two metals. 

What now is the position of the United States in 
reference to this question? The law of 1837 fixed 
the fineness and weight of the Gold Eagle at 258 
grains troy ; those of the Silver Dollar at 412^ grains, 
with subdivisions in equal proportions ; and both Gold 
and Silver continued legal tender until 1853, when 
the half-dollar was reduced in weight from 2065- grains 
to 192 grains (the lower pieces in proportion), and the 
legal tender right of this reduced Silver Coinage was 
fixed at five dollars. Up to 1853 the Mint was open 
to all who required the Coinage of Gold and Silver; 
since then it is open only to the public for Gold, whilst 
the new Silver is coined merely at the option of the 
State, which retains the profit thus made on Silver 
coins by way of " Seignorage." Of the one Dollar 
Silver piece, nothing has been said in the new Act; 
and in law it continues legal tender, although very 
few pieces now exist, and none are struck. The 
effect of this arrangement is, that jpractically the Gold 
valuation is made to prevail in the United States, 
whilst legally, as far as the Silver Dollar is concerned, 
the Double Valuation is kept in- existence. 
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What induced the American lawgivers to make 
this change ? and was the measure a wise one ? There 
can be no doubt that those who moved the matter 
before Congress at this occasion were theorists who, 
under the influence of the dogmas of English econo- 
mists as to ideal unity of standard, had so far honest 
intentions, although the result of their action was the 
spoliation of an important medium of Exchange. It will 
be admitted, however, that the school of political eco- 
nomy in America does not bear the character of high 
development, and it is not to be wondered at that 
English " claptrap," which the movers of the proposal 
brought forward, should impose upon an assembly of 
men whose ideas were more directly connected with 
the scarcely fettered paper issue of the time than with 
solid money. The abundance of Gold from California 
may also have favoured the proposal; but here, in 
order to show the fallacy of a supposed principle, or 
rather the absence of principle, I may well ask the 
question : Would the United States have adopted this 
course if the Grold discoveries in California had not 
taken place ? Or, to carry the matter farther, would 
they have abolished Silver, if California instead of 
Gold had produced large quantities of Silver ? Would 
they have allowed these treasures to go away from 
America without use ? It is a very remarkable thing 
that principle, in such cases, should be liable to be 
set aside by accident (so to call these discoveries), and 
that the recent opening of the rich Silver district in 
the West should so completely verify the falsity of 
certain assumptions, such as the prime mover in the 
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controversy, Mons. Chevalier, has been imprudent 
enough to make. 

But there was another motive which induced Con- 
gress to alter the Silver coinage. It was found that 
the old Silver Dollar disappeared rapidly, and with it 
the half and quarter Dollars. They were exported and 
melted down for export, and no fresh Silver was brought 
to the Mint for coinage, thus verifying apparently the 
suggestion of the advocates of the Gold valuation, 
that under the double standard a country is Hable to 
an undue exportation of Silver coin, and that a legal 
tender Silver coinage could not be maintained along- 
side that of Gold. 

Nothing, as far as the United States are concerned, 
can be more groundless than this view. The disap- 
jpearance and exportation of the American Silver coinage 
were caused by quite a different matter. The American 
Silver coinage was always liable to exportation, for the 
simple reason that it contained an undue proportion 
OP Silver. In all countries where the Double Valua- 
tion prevails, the relative proportion of value between 
Gold and Silver stands at 1 to 15^, and the market value 
of Silver in countries where it is not a standard, give 
on the average the same result. In the United States 
alone the rate taken was 1 part of Gold to 16 of Silver 
(15*98837), the proportion resulting from the Eagle at 
258 and the Silver Dollar at 412^ grains. The Dollar, 
therefore contained ^\ (3 '29) per cent, more Silver than 
it ought to have contained according to its nominal 
value. No wonder, then, that the Dollar was rapidly 
exported, and that no one found inducement to bring 
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Silver to tlie Mints for coinage. And let it be under- 
stood that the supply of Gold had little or nothing to 
do with this. Long before the discovery of Gold in 
California, ever since 1837, has the effect of this pre- 
mium on the United States Silver Dollar made itself 
manifest. In exchange for it the foreigner need not 
have suppUed Gold, other commodities served the pur- 
pose of realising elsewhere the large profit which the 
United States gave to the exporter of her Silver Coin. 
Much that has been doubtful, peculiar, "and unsatisfac- 
tory in the history of the United States currency 
between 1837 and 1850, owes its origin to this astound- 
ing mistake on the part of the Government, which 
must, as every one can see, have given rise to general 
disorganisation of the currency, and to disappointment 
in the capacity of the country to retain Metallic Cur- 
rency. I go farther, and say that it was the cause 
why America was obliged to make so large a use of 
paper money, with all its evils of unequal interests, 
extravagant habits and expenditure. 

The several changes in the contents of American 
Coins, both Gold and Silver, prove that in the United 
States an intelligent policy has been wanting from 
beginning to end. The most remarkable feature was 
the change in the proportion between jaold and Silver 
of 1834, when the Eagle of 270 grains 22 carats fine, 
which made the proportionate value between Gold and 
Silver 1 to 15, was reduced to its present fineness 
in weight (1837). It was then pleaded that Silver 
was valued too high ; so the wiseacres of the time, going 
by what they were pleased to call the average, or more 
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« 

or less accidental market price, fixed the proportion at 
1 to 16. It must have been perfectly well known at 
the time that in all other Double Valuations the 
proportions were 1 to 15^, and reflection ought to 
have shown that this disproportion would ruin the 
United States Silver Currency by speedy exportation. 
The economists at the time may have thought that by 
lowering the price of Silver they would attract Gold ; 
if so, they quite misunderstood the nature of Ex- 
change transactions. It was a very simple case of 
giving y entirely on their side, and American " smart- 
ness" has been completely at fault in this instance. 

The plea that no Silver Bulhon was brought to the 
United States, and that an actual stoppage in the 
coining of Dollars took place, advanced as a reason to 
prove the indisposition of the Americans to use Silver 
money, is quite false, for who indeed, I repeat, would 
bring Silver to the United States Mints when he could 
obtain 3^ per cent, more for it elsewhere ? 

I maintain that these incongruities in the American 
Silver currency have done much harm to the coimtry. 
Besides the Silver produced in the States, or which 
came fi:om abroad and could not maintain itself, the 
vast treasures of Mexico have passed by, instead of 
flowing in part into the United States for the develop- 
ment of her interior commerce, and for the formation 
of a solid basis to her international trade. And now 
the United States are in this remarkable position, that 
the richest Silver deposits are opened in their own 
territories, producing vast sums of soUd precious metal, 
which instead of serving herself as money, all go abroad 



DOUJBLE VALUATION VEESUS GOLD VALUATION. 55 

to swell the currencies of other nations, whilst the 
Great Republic herself labours painfully under the 
weight of a depreciated paper currency. " But," it will 
be said, "it does not matter much, for if we send away 
all this Silver, we get something else in return for it, 
either Gold or goods; we pay with it, and it thus 
turns the Exchange in our favour." I deny the truth 
of the mathematical meaning of this saying. Supposing 
the Silver was not produced, would not the United 
States import less, or rather be compelled to import 
less luxuries? And so, if by the operation of the 
present laws Silver were not driven away from the 
country, but were to some extent permitted or en- 
couraged to remain in it, this result would follow: 
the benefit of its present production would take 
two directions ; one portion of it would go abroad, 
another portion would remain in the country for the 
encouragement and development of the home industry. 
The direct unfavourable law of tender, amounting prac- 
tically to a forbidding of the proper use of Silver, creates 
an inequaUty whose influence is irresistibly strong, de- 
structive of neutrality, and therefore most injurious. I 
am convinced that if America again introduced the Free 
Coinage of Silver, she would be enabled to retain many 
millions per annum, would be able to resume specie 
payments, and pay off her national debt much sooner. 
The American people may receive articles of luxury or 
necessity in return for 10 miUions of Silver sent away 
for ever, but with every one million retained in the 
country for the encouragement of home intercourse and 
industry, they would lay a foundation from which equal 
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comforts might be perpetually derived. The whole 
intercourse of the country, outwards and inland, would 
improve. The problematical danger of a surplus of 
Silver Coin, i.e. of an abstraction of Gold Coin, is over, 
if in future any extraordinary event should occur, so 
extraordinary as to have the character of an arbitrary 
event, the country, as a Grold and Silver producer, 
has the right and the power to inaugurate counter- 
acting arbitrary measures, and in this respect America 
possesses advantages which no other nation enjoys. 

What indeed could America risk in adopting Silver 
again as a coadjutor to Gold ? What, considering the 
actual state of the question in the world, namely, that 
the majority of the nations adhere to the Double or 
the Silver valuation, does she not lose now in endea- 
vouring to follow the footsteps of England ? Would 
America do wrong in following the example of France, 
which maintains the 5 francs Silver piece ? Germany 
is obliged to adopt the Double Valuation ; is the 
example a pernicious one ? 

I think not ; I think that America, by deciding in 
favour of the Double Valuation, would not only save the 
world at large from an abyss, and prevent the accom- 
plishment of a stupid general crime, whose authors 
humanity would some day learn to curse, but that she 
would advance her own material interests more than 
may be supposed possible, and that she may perchance 
take the lead in the intelUgent and prudent organisa- 
tion of firm monetary systems. 

The state of the whole question in the United 
States favours the re-introduction of the Silver Dollar. 
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It has not been abolislied by law, consequently no 
legal enactment for its re-establishment and legal 
tender rights is required — all that is necessary is an 
Act of Congress fixing the weight of the Silver Dollar 
at 400 grains (399'9) of ^00 fine ^ reducing its present 
vs^eight by 12^ grains. Such a Dollar would stand to 
Gold as 15^ to 1, the usual proportion, and it would 
thus be able to hold its own successfully in competition 
with the legal tender Silver coins of other nations. 
The half Dollar and the quarter have been reduced to 
subsidiary coins. A change in their present character 
is not absolutely necessary, but I should nevertheless 
advise the minting at full value, namely 200 grains, of 
^t least the half-dollar.* The disproportion between 
the present 192 and 200 grains is not so great as that 
between the full valued and the subsidiary coins in 
England and France (and this difference is a very 
curious and instructive one when the principle involved 
in the whole system is considered). The United States 
Government having made a profit of eight grains on 
each half Dollar can reinstate the difference without 
great sacrifices. 

The Mintage charge for the Dollar should not exceed 
one-half per cent. The manufacture of Coin from Silver 
is, as a matter of course, comparatively more costly, 
because the material is less valuable and more bulky, 
but if the French Mint contractors can afford to coin 



* I am quite prepared to admit that the smaller Silver Coins 
(serving merely as change) mnst retain their character of subsidiary 
coins, and should be limited as to tender value, as well as the 
Copper Coins. 
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it at three-quarters per cent, with their bad machines, 
the United States Mint, with improved machinery, 
might easily do so at half per cent. Moderate charges 
for assays and other accessories should be made, so that 
the banks may be able to encourage the casting and 
holding in their vaults of stores of Silver treasure, as 
a better basis and a better guarantee than a Govern- 
ment debt, that they may have a positive^ instead of a 
negative security. Finally, I would ask you to instruct 
the sensible people of the United States, as to the 
full bearing of all that is involved in this matter. If 
you should succeed in doing so, you might take a 
popular vote, asking them whether they would prefer a 
clean, respectable, full- valued Silver Dollar, or two half 
Dollars, or a greenback Dollar, as legal tender. " Pro- 
batum est." 
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CHAPTER IV. 

GENERAL POLICY IN REFERENCE TO THE 

PRECIOUS METALS. 

BJEFINING AND BANK BULLION. 

ONE of the causes encouragmg the undue exporta- 
tion from and the slow importation of both Gold 
and Silver Bullion into the United States, is the absence 
of proper facilities for rejming Bullion. The Gold 
found in Cahfomia is not pure metal, (although the 
native Gold is sometimes mis-named "Virgin Gold"); 
it always contains a certain proportion of Silver as 
alloy, besides other impurities. In that state it is not 
fit for coinage, and the Silver is worth extracting, to 
be replaced by Copper as an alloy. Califomian Gold 
is thus of varying fineness, some samples in 1,000 parts 
assaying as say 

916 parts of Gold 
83 „ Silver 
1 part impurities (Iron, Silica, &c.) 



1,000 




Or, 


84i 


parts 


of Gold 


158i 


»> 


Silver 


* 


» 


Impurities 


1,000 







And so on, and the proportion of Gold in the different 
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Gold districts varying from 600 to 995 fine. (The 
South American Gold is generally the lowest, the 
Australian the finest Gold found.) 

Now taking the oz. of pure Gold as worth 20*67 
Dollars, the oz. of pure Silver as 1-33 Dollars, it follows 
that an oz. of native Gold consisting of say 

845 parts of Gold 
154 „ Silver 
1 „ Impurities 
is worth in Gold 17*46 Dollars 
In Silver 20 cents. 



Together, 17-20 Dollars. 

The cost of refining (in Europe, by the best method) may 
be taken at about 3 cents, per oz. of such a composition, 
so that, deducting them from the above 20 cents, there 
would be a profit of nearly 1 per cent. The more Silver 
there is in the Gold the better it pays to extract it, for 
unless there is a very large quantity of Silver it is not 
paid for by the Refiner, although he may pay a small 
premium for the quality. The cost of Refining at 3 
cents is equal to say 25 parts of Silver ; consequently 
if Gold at 975 fine contains, say 25 parts of Silver, 
it can just be refined without loss. All Gold Bullion 
less " fine " than 975 is technically called Befinahle Gold 
Bullion^ and as the greater portion of all Gold found, 
certainly almost the whole of the Califomian Gold, 
is below 975 (going as low as 750), it can be imagined 
how immense the business of Refining Gold must be. 
The Silver also as it comes from the mines generally 
contains, besides impurities, more or less Gold, and it 
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is evident that the smallest trace of Gold is worth 
extracting. Thus if a Silver Bar contains say 999 
parts of Silver and other alloys, and but 1 part of Gold, 
the former being worth 1328'67 dollars, the latter, 

10-33 



1339-00 doUars. 
it pays well to extract it because the Refining of the metal 
(called technically Dore Silver) costing actually (by the 
best process) about two-fifths per cent., or 5-36 Dollars 
per oz. on the above composition, there is a profit of 
nearly 5 dollars. But the great portion of the Nevada 
and Colorado Silver contains much more than one-half 
per mille of Gold; in many^ars the proportion of 
Gold constitutes the largest part of the whole value 
of the metal. None of this Silver can be used for 
Coining as a matter of course, unless the Gold is ex- 
tracted first. In the Appendix,* I give a full descrip- 
tion of the Refining Processes. My object in doing 
so is that of furnishing information on a matter which 
is very little understood, and the information may be 
useful for the purpose of instilling ideas into the minds 
of Statesmen and others, who ought to pay more 
attention to the importance of the matter from a 
national economical point of view. 

I contend that there ought to be a first-class 
Refinery for the precious metals in the United States, 
working by the Sulphuric Acid method, which is the 
cheapest. The United States Mints certainly profess to 
refine Bullion (by the Nitric Acid, the dearer method). 



* See Appendix X., — " The Refining Proce;sses." 
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but their charges are double for Refinable Gold, and 3 to 
5 times as high for Dor^ Silver (according to quality),* 
these charges are made after melting. The European 
Refiner does not charge for melting, and frequently 
buys Gold and Silver at prices vrhich for Silver with 
more Gold make the charges less than I have stated 
here, namely, 3 cents per oz. for Gold, and two-fifths 
per cent., or about one-half cent for Silver. The 
competition between the Refiners brings this about. 
The "trade" charges for Refining in England are 
stated at 1 oz. of Silver for every 12 oz. of Refinable 
Gold, and 5 grains of Gold for every 12 oz. of Dor^ 
Silver, but the Refiners pay extra prices for both 
descriptions, which reduce the actual cost of the 
importer to within the figures stated. 

The charges at the United States Mints then are far 
too high for the public. The consequence is that almost 
all the refinable Gold and Dor^ Silver goes to Europe 
(excepting some portion which is refined in California.) 
The damage done to the United States thereby is this : 
The Bullion leaves the country, and in the course of 
exchange operations it cannot return unless the charges 
of double freights and refining are added to it, so that 
in " exchange " always, and whenever the United States 
ought to receive Bullion, there is the addition of these 
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extra charges to the trade of the country. If there 
was a large refining establishment in the States, it 
would not only employ native labour, but benefit the 
country in retaining and producing pure Bullion (most 
necessary when cheap mintage is an object, &c.), and 
do away with another great disadvantage under which 
the United States Exchanges with Europe are now 
suffering. 

I question whether the present Mints in the United 
States could be arranged so as to use the sulphuric 
acid process, nor is it necessary that refining should be 
under the management of the Mint, for the process, a 
chemical one, is quite distinct from the mechanical art 
of coining. And inasmuch as large buildings are 
required; intelligent, scientific and active management, 
amounting, so to speak, to a business by itself, it is best 
that such an establishment should stand on its own 
merits, and deal with the Mint only as far as the 
disposal of bars of pure metal are concerned. 

The question is, should such an establishment be 
undertaken by private parties, or should the Govern- 
ment of the United States institute it ? In London 
there are two principal private refineries, one of which 
has actually taken over the former refining premises of 
the Koyal Mint, which latter establishment does not 
now refine at all, receiving enough of fine Gold bars 
from the Bank, to whom the refiners sell. The com- 
petition between these refiners and others has the effect 
of cheapening the charges, and, as far as the public 
interest is concerned, I confess that I should like to see 
similar private establishments in America. I fear, how- 
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ever, that the subject is not well understood in the 
States, and that the Americans do not care to work 
for very small profits, using large capital. Nor must 
it be forgotten that the European refiners are con- 
nected with powerful bankers, who may not care so 
much about the actual profits yielded by the process 
itself as for the indirect advantages which they gain 
by Bulhon in exchange operations. 

There is an excellent refinery in California, managed, 
in a superior manner, refining Silver for China and 
India, and actually sending now and then fine Silver 
to Europe, but material as well as labour are too 
dear there for effective rivalry with Europe. In New 
York and Philadelphia this is not the case. I am 
therefore of the opinion, that as a matter of good policy, 
the United States Government should undertake the 
establishment and the working of a refinery^ fitted with 
all modern improvements, able to compete with English 
and French concerns of that kind. There is nothing 
extraordinary in this proposition, for the Government 
now professes, through its Mint, to conduct a refinery, 
but does so very badly. In other countries also the 
State Mints refine, or. are bound (as in France the 
contractors are) to take refinable Bullion, minus fixed 
moderate charges for the process. In England itself, 
although the Mint has given it up, regret is frequently 
expressed that such is the case. 

All that the United States would have to do is that 
they should change their present unsatisfactory and 
old-fashioned course of action in this matter, to an 
intelligent, proper, and active one, not with the odious 
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design of making a profit thereby for the Mint, but 
with the simple object of providing the commerce of 
the coimtrj with facilities for converting its vast 
treasures in Gold and Silver (now for this purpose 
travelling over the Atlantic) into pure hanking Bullion. 
For such an aim the State has even the right to incur 
an annual expenditure. The object, in principle, is 
a higher one than that involved in the expenditure 
of countless millions for army, navy and other 
purposes; it is an aim which directly concerns the 
basis upon which these millions and most important 
interests of national social life are resting. Such an 
annual expenditure, however (in any case a very 
moderate one), need not take place, unless the often- 
repeated experience in regard to official mismanage- 
ment and spoliation is again realised. On its meritSj 
refining pays at the moderate charges indicated. 
Ojfficial misdoings can be avoided, for the dealing in 
precious metals (the weight and value of which can be 
stated with mathematical precision to jo^th part fine) 
is but a matter of accoimt, requiring a proper and 
intelligent system to become unfailing in its control. 
The Government of the United States might disregard 
all that it has done hitherto in this matter,* and regard 

* It is interesting here to note the proceedings of the Assay De- 
partment in New York. The London Times (6th Sept. 1871) con- 
tains the foUowing paragraph, copied from an American account : — 

United States Bullion. — The great Assay Department in the city of New 
York has its oflace in Wall-street, adjoining the United States Sub-Treasury. 
The precious metals are brought in every conceivable shape, and by every 
class of persons, but the major part comes through the banks and brokers. 
The bullion is melted, freed Irom impurities, its fineness ascertained, and the 
value g^ven to the depositor in Coin or Bullion. The success of the new 
refining process of Mr. Andrew Mason, by sulphuric acid instead of nitric add, 
is an assured fact. The chief end accomplished is the saving to the Gk)vem- 
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with disdain, if necessary, that which the several 
European States have done, or may do in future ; its 
sole object should be that of carrying out a good 
policy of its own in the best practical manner. If 
this could be done, the people of the United States, 
by means of pure Gold and Silver Bullion, could trade 
more advantageously, and in a more direct manner 
with the Old World ; England and other countries 
using Gold, France and other countries Gold and 
Silver, Germany, Holland, and the vast populations of 
India and China using Silver as a standard. The firm 
contract basis for all thesa nations is deduced from the 
pure or refined metals, to which they add their own 
alloys. The advantages which the home Coinage itself 
would derive from the existence of a market, a producing 

ment of over 40,000 Dollars per annam in the difference in the cost of the two 
acids, and the ability to snbRtitnte iron kettles instead of porcelain for smelting 
purposes. The Assay Office is doing a very lai*ge business. The arrivals of 
Silver bars from the mines of Silver Islet on Lake Superior, and from the re- 
cently-discovered ore beds in Nevada amount on some days to over 30,000 
Dollars. The deposits at the Assay Office in Kew York in the fiscal year ending 
30th June 1871 were as follows :— Gold— United States* Bullion, 4,258,120 Dol- 
lars, more than half of it from Montana ; Mint Bars, redeposited, foi^eign Coin 
and Bullion, Ac, 2,087,219 Dollars, making a total of 6,345,339 dollars. Silver 
-^United States' Bullion, 1,607,755 Dollars ; Mint Bars redeposited, foreign Coin 
and Bullion, &c., 563,365 Dollars; total, 2,171,120 Dollars. Bullion transmitted to 
the Mint for Coinage, 8,075,646 Dollars j viz., 1,982,637 Dollars Gold, and 1,142,729 
Dollars Silver. One notable feature which has recently occurred is the utilisation 
of the refuse sulphates in both liquid and solid form. These are disposed of to the 
manufacturing druggists, and the revenue derived from their sale more than half 
pays the cost of the acids. Every year the expense of the purification of Gold and 
Silver is diminished, and it is confidently expected that before many years the 
melting and refining department will be self-supporting. 

According to this pompons statement, which to the nninitiated 
mnst sound important, it seems that the new sulphuric acid has been 
tried ; the "assured" fact of its success has been manifest in Europe 
for many years ; the sale of " refuse sulphates '* is part and parcel of 
the business. It is stated here that the Government saves 40,000 
Dollars in the difference in the cost of the two acids ; ought this 
saving to belong to the State or to the people who bring the 
Bullion ? Has the Government lowered its charges for Refining ? 



REFINING HANK BULLION. 67 

aud refilling market, are manifest, and stores of this 
Bank Bullion may be thus retained in the country. 
It behoves the American Government to look to this 
matter, for the heavy debt of the country is gradually 
passing into the hands of Europeans. American 
statesmen endeavour even to encourage this transfer, 
and so the people of the United States are becoming 
the bondsmen of European capitalists, and are forced 
to send away, in payment for interest, many mil- 
lions of money per annum. The Government should 
endeavour, at least, to counteract the evil by all means 
that can be suggested, and among these the deliberate 
policy here laid bare, as regards the treatment of the 
American precious metals, will be found not the least 
effective. 

It appears that the whole deposits last fiscal' year were 6,845,009 
Dollars, or £1,269,000 in Gold, and 2,171,000 Dollars, or £403,420, 
amounts which in London freqnentl j are assayed and disposed of 
in one or kuo days. The amounts actually "refined" are not , 
stated ; but if only 3,075,646 Dollars, or about £600,000 in Bullion, 
were sent to the Mint for Coinage, the sum " refined " was un- 
doubtedly smaller than that. The London Befineries probably refine 
as much or more Bullion in one week than the New York Assay 
t)epartment in a whole year, and a great portion of the metal thus 
refined in London is moreover American Bullion. No wonder that 
with such small amottnts it is impossible to make refining pay in 
New York, and that nothing but the vague hope is expressed thafc 
" it is confidently expected that before many years the melting and 
refining department will be self-supporting." The whole thing is 
little better than a farce, at which all must smile who understand 
anything of the business of Refining ; for unless the United States 
reduce the charges to a minimum, the vast bulk of Bullion will 
travel to European Refineries, and the American " Assay office," 
unable to compete with them on account of its present prohibitory 
high charges will continue in its " infantile " stage of develop- 
ment. 
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CHAPTER V. 

THE METALLIC BASIS OF PAPER 

CURRENCY. 

BULLION NOTES AND BULLION BANK. 

THE majority of the people of the United States 
are no doubt desirous that the country should 
return to specie payments as soon as possible, that the 
present national currency should be greatly reduced, if 
not altogether abolished. There may be certain 
schemers, as the^^e are empty-headed demagogues in 
Europe, who are anxious actually to increase the paper 
issue indefinitely; there may be others more reasonable, 
who are in favour of but a gradual extinction of the 
present legal tender Notes, so as not to injure the 
" Money Market," but on the whole every sensible 
man must feel that the sooner the reduction takes 
place the better. 

Supposing for a moment that this reform had been 
carried out, or that it was in course of being reahsed, 
the question then arising would be, what is to be the 
future policy in reference to the issue of Bank-notes ? 
Are the United States to fall back to the old system of 
Bank-notes, under which a vast number of Banks all 
over the country were allowed to issue their pictorial 
paper money? or can something else be thought of 
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which will simplify and give a better foundation to any 
future issue ? 

Why should the issue of Bank-notes not proceed 
from one central establishment, which, with its branches 
all over the States, might supply them wherever they 
are wanted, and in such a manner that they would be 
absolutely safe ? This suggestion would seem to point 
to the establishment of a State or Government Bank, 
and here I expect to meet with a storm of objections. 
A previous example of failure in this respect will be 
quoted ; it will be said that the State has no business 
whatever with banking, that liberty must exist in re- 
gard to Note issue, so-called, " free banking," and Bank 
Directors in all parts of the State will raise their voices 
against the people opening their ears to the proposal 
of a central Bank. The habits and traditions of the 
people are so closely allied with the paper money issued 
in former times and now, that these protests may pos- 
sibly be successful. 

Now, I do not for one moment intend to propose 
that such a central Bank should be established, so as to 
give the Government the opportunity of meddling with 
banking proper; on the contrary, the State must re- 
main completely neutral in all that concerns the dealing 
in securities and all usual banking transactions, but 
the State may, nevertheless, make use of such an 
establishment for the purpose of satisfying the legiti* 
mate demand of the public for a supply of Bank-notes, 
on the plea solely that such Bank-notes are a convenient 
medium of exchange. The desire of the public to obtain 
as many of these Notes as possible and practicable for 
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* 

issue, so as to encourage trade, must not influetice the 
Government at alT7 whose sole object, I repeat, is that 
of supplying a convenient instrument of exchange — 
an vmperial function, so to speak, in the same way as 
the coining of money is an imperial function. 

This ground excludes aU suggestions as to specu- 
lative action on the part of the State, for it stands to 
reason that the State should place such Notes on the 
Bullion basis — the safest. This cannot well be done, 
unless there is one establishment, under the immediate 
control of the Imperial Government for the duo per- 
formance of the imperial function entrusted to it ; the 
right must not be cedable to two or more establish- 
ments, for then it would be said that all might be 
entitled to possess it. The strongest reasons, however, 
for the necessity of confining this oflBce to one estab- 
lishment are, that thereby a certain beneficial control 
can be exercised over the currency (as regards its con- 
dition ' and fair supply) ; that such an establishment, 
by means of the issue, can Toaintain the identity 
between Bullion and Coin, uphold stores of Bullion, 
and become a barometer generally by which commerce 
can be guided. 

The only question remaining open is, whether 
such an issue of Bank-notes might not be undertaken 
by a special Government office, say the Treasury, 
which now takes care to hold Coin. The idea has 
often been broached in Europe that the State Mints 
might receive deposits of Bullion and issue Current- 
notes or Treasury-notes (Mint certificates to bearer) 
of regular amounts. But this would entail heavy 
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expenses on the Mint (whicli ought to do nothing but 
manufacture metal into Coin) or Treasury; besides, the 
nature of such an issue, which must be made indi- 
cative, requires more or less direct contact with the 
active principle of commerce. A Mint or a lifeless 
Grovemment department stands, and must stand, more 
or less aloof from this active intercourse, and when it 
chooses to act according to its independent judgment 
it is sure to be wrong in some direction or other, or be 
liable to be blamed, hke the Treasury of the United 
States, with its play upon the Gold market. The 
Government must therefore endeavour to bring about 
a combination by way of contract with a powerful 
responsible banking concern (say an aggregation of 
certain existing Banks), by means of which the simple 
object, that of supplying the public with a Bullion-note 
as a convenient medium of exchange, is carried out, 
whilst the real banking business of such an institution 
would remain perfectly independent of any Govern- 
ment influence. 

The issue of such a good and full-valued Bank- 
note does not imply that all other Notes should be 
aboUshed. On the contrary, they might remain in 
existence as long as they could maintain themselves ; 
in England, for instance, the Bank of England Notes 
do not prevent a certain number of country Banks 
from issuing Notes of their own. The present 
American Paper Currency might even retain the 
power of legal tender, a thing totally unnecessary (at 
least for the present) in regard to such Bullion Notes. 
If by means of such Bullion Notes stores of the 
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precious metals can be maintained in the country (a 
thing of which there is no doubt if proper liberal pro- 
visions to secure identity between Bullion and Coin 
are made, and if a proper organism as to prevailing 
rates of interest and its effects on the attraction of 
Money is brought into play), they will become an inde- 
pendent element of strength, which in itself contains 
growing powers, and which may be able to pave the 
way for the gradual reduction or the subsequent total 
extinction of the depreciated Currency. 



Before I proceed farther to give a definite shape to 
the proposal which I intend finally to make in refer- 
ence to this matter, it may be useful that I should set 
down certain leading ideas as to Bank-note issues, and 
bring them into harmony with practical facts. 

Bank Notes may be divided into four classes : — 

1. The Bullion Note, the foundation to 
which is nothing but actual hard Money or 
Bullion convertible into Coin. Thus, if any 
Bank held in its vaults say 25 millions of 
Dollars in Eagles, and issued but 25 millions of 
Notes, the " promise to pay" such Notes could 
be hterally fulfilled even if the whole 25 milhons 
of Notes were presented at once for payment. 
Such a Note, in theory as well as in practice, 
would unquestionably be the safest "first- 
class " Note. 

2. The good Bank-note, which is issued 
against a certain proportion of Bullion. Sup- 
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posing a Bank teld in its vaults 15 millions of 
Bullion, and also 10 millions of other Securities 
(say State Bonds, Railway Debentures, &c.), 
issuing 25 millions of Notes, it would, if all the 
Notes were presented at once for payment, be 
able only to pay 60 per cent, down in Cash, 
and require some time before the other 10 mil- 
lions of Securities were realised into Cash. 
There is little danger of the presentation for 
payment of a whole issue all at one time. The 
principle of so combining Notes with Secu- 
rities is thus realised in the three chief Banks 
in Europe. The Bank of England may issue 
Bank Notes for the amount of Bullion in its 
vaults and 15 milHons sterHng extra, for which 
it holds a Government Debt and other Secu- 
rities. Thus, if the BuUion amounts to 10 
millions, it can issue 25 millions of Notes ; if 
the Bullion should amount to 30 millions, it can 
issue 45 miUions of Notes. The Bank of 
Prussia has the right of issuing three Thalers 
in Paper Money for every one Thaler in Cash 
in its vaults, the extra two Thalers to be covered 
by first-class securities. Practically it does not 
go to this extent. The Bank of France may 
issue as many Notes as the pubHc will take ; it 
does not hold Government Securities for extra 
issue, but is supposed to stand good with all 
its capital and securities. Practically, in ordi- 
nary times, it holds most Bullion ; before the 
war it held 1,200 millions of Francs in Bullion 
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against an issue of 1,300 millions of Notes. 
Since the war, however, the Bullion has fallen 
off to say 660 million Francs, and the Note issue 
increased to 2,000 million Francs (August 
1871). The differences in degree of safety 
(although so far the French Notes have main- 
tained their par value) are patent, the issue of 
the Bank of England being the safest of the 
three. For the purpose of distinction the Note 
issue of France, Prussia, &c., may be called a 
" second-class " Bank-note. 

3. The depreciated Bank-note; of which 
the issues of the United States, Italy, Russia, 
and other countries are striking examples. 
Issues of this kind invariably take place be- 
cause the Governments, through wars and 
other necessities, are obliged to incur very 
heavy sudden expenditure. They therefore 
create Notes, or National Currencies, and en- 
force their legal tender rights. The deprecia- 
tion of such Notes, as soon as the prospect 
of the " promise to pay " ceases to be definite, 
and is made dependent upon the recovery of 
the nation from its immediate troubles and its 
future development, is immediate, and varies 
in extent in accordance with these prospects. 
Happily the United States have good pros- 
pects, and they have therefore been able to 
maintain the pretence of the " promise to pay " 
— at a heavy discount, it is true, of the future 
welfare. Let us hope that Italy and other 
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States will also be able to recover themselves. 
If they should not be able to do so, their Notes 
(which now may be termed " third class " 
issues) will become — 

4. The worthless Bank-notes, such as those 

of the defunct Confederate States, or those of 

the Republic of Hayti, where 300 Dollars in 

Paper Money may be had' for one Dollar in 

Hard Cash. 

The " third and fourth class " Bank-notes we may 

now dismiss. The people of the United States seem 

determined, as far as their own " third class '* issue 

is concerned, to aboUsh it by some means ; and as 

for the fourth class, that is in the habit of abohshing 

itself without any assistance. 

My business Ues between the first class, the Bullion 
Note, and the second class, the good Bank-note. 
Which is the right system ? I may at once state that 
the issue of a Bullion Note, pure and simple as I have 
defined it, is only possible if the State is willing to 
pay an annifal sum for the expenses attending it, but 
as no Government would neither have the duty nor the 
willingness to make this sacrifice, such an issue is at 
all events impracticable. The printing of the Notes, 
the book-keeping, and the administration generally 
connected with it, must be paid for, and no Bank 
would incur such an expenditure unless an equivalent 
were offered to it. The Bank would prefer to deal in 
hard cash, which the Mint supplies. 

But a Bank might xmdertake such an issue pro- 
vided that, at all events, the expenses of printing 
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were someliow recovered from the issue itself. Sup- 
posing, for instance, that an issue of 20 miUion Dol- 
lars on 20 millions of Coin in Notes entailed an annual 
expenditure in printing, &c., of 200,000 Dollars. This 
sum, as interest say at 5 per cent, would require a 
capital of four million Dollars, so that if on the 
20 millions of Coin, instead of issuing but 20 milhons, 
the Bank were allowed to issue 24 millions of 
Dollars, it would recover the 200,000 Dollars expendi- 
ture through the investment or circulation of the extra 
four millions. Now if any Bank were oflFered such a 
contract, or one with a slightly liberal extension, so as 
to make the Bank quite safe as to the costs of the 
issue, it should be disposed, in consideration of the 
contingent advantages which the privileges of the 
issue carries with it, to accept such a contract. 

Here then I have illustrated the principle upon 
which a '' BulUon Note "may be made to rest, and for 
all practical purposes such a note is quite as safe as 
the Bullion Note pure and simple ; the capital of the 
issuing Bank must be in any case sufficiently large to 
cover, several times over, the slight per centage of 
over-issued notes. And I conceive that such a first- 
class Bank-note is the ideal, which in all cases can 
serve as a practical foundation in the principle as well 
as in the carrying out of Bank-note issues, and that 
the suggestion, if well understood, is a primary solvent 
of the apparently complicated state of the whole ques- 
tion of Paper Money. 

But although I choose to call it an ideal, yet it is 
very curious that in the present best issue of Notes, 
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that of the Bank of England, it is practically realised, 
*— even more than realised, — although the issue of the 
Bank of England Note, or rather the "over-issue" of 
the 15 milHons starts from another theoretical ground. 
The Bank of England has the privilege of issuing 15 
millions of Notes over and above her store of BuUion ; 
but it can never wholly issue them, for if the reserve, 
or idle notes, are reduced to as low as two millions 
only, the country is threatened with crises and com- 
mercial ruin (if it falls lower the Bank Act is " sus- 
pended"), whilst frequently (in August 1871 for 
instance) there are more than 14J milUons of Notes 
idle. The average actual issue, taken oyer a period of 
ten or twenty years, in excess of BulHon, is only just 
sufficient to leave a small balance over and above the 
expenditure connected with the issue, which is very 
heavy, i.e. the interest derived from the use of the 
Notes is, on the average, barely equal to 2 per cent, 
per annum. The Bank of England certainly holds 
other advantages, viz. that of managing the National 
Debt; being Banker to the Government (it may also 
profit considerably by lost Notes) and otherwise 
holding a high position, it does not seem to notice 
these actual results of the Note issue. 

That the Bank of England Note is " safe," at least 
safer than any other now existing Paper Money, must 
be conceded — although it is well known that the rigid 
issue at certain times endangers this safety to some 
extent for the moment, and forces commerce to make 
great sacrifices. It is further said that the rigid issue, 
i.e. the continual surplus of idle notes, engenders a 
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falsely easy state of the Money Market; tliat the 
Londoii Bankers, being in the habit of looking upon 
the large Note reserve as a sign of safety for the 
moment, should suspect in it rather an element for 
future danger. But these matters belong to a con- 
troversy which requires much elucidation. I allude to 
them here only in order to plant seeds of reflection in 
the minds of Americans, which may turn out useful, 
when their own Note issue is to be reformed ; but the 
chief point, namely that such an issue as that of the 
Bank of England, does practically even less than 
reaUse the expenses of the issue, must be borne in 
mind. 

Now if the Bank of England arrives at this position 
by means of this very complicated and roundabout 
arrangement, I should think that an American Bank 
of this kind would do better to start at once upon 
the " first-class " note basis, an issue based on Bullion, 
with an over-issue sufficient only to cover the cost of the 
Note, leaving the road clear for further matters, i.e. 
further issue if it be found expedient. 

Presuming then that the present necessities of the 
United States Government, as to Notes of its own or 
National Currency based on its bonds, were ended, and 
that the whole Paper Currency is intended to undergo 
modification and aboUtion, the State may say : 

" Our duties as a State in reference to Currency 
matters are very simple. We are bound through 
our Mints to convert Bullion into Coin. But the 
convenience of the public requires Bank-notes as an 
agreeable means of Exchange. We are not bound 
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to satisfy the public wants in this respect, and we 
oannot undertake the issue of such Notes ourselves. 
It is not expedient that we should do so, but we 
are willing to concede to any Bank or Corpora- 
tion, whose standing and capital affords in our 
judgment a full guarantee to the public, the fol- 
lowing contract :— 

" Such Bank shall have the right of issuing 
Bank-notes to the amount of Gold and Silver 
Bullion and Coin which it holds in its vaults, 
and to the extent of millions over and above 
such stock of Bullion and Coin as may be found 
puflScient, in order to cover the expenses of the 
issue. 

" The Notes in question shall not be legal 
tender, although we, the Government, will 
accept them in payment at the public offices; but 
we are not responsible in any way for the due 
payment of the Note to the public. The Bank 
must publish a weekly statement of the issue 
itself, and another statement as to the position 
of its capital and other general banking ac- 
counts. We will keep such Government accounts 
at the Bank, as we may deem fit. 

" The Bank may establish branches wherever 
it likes, but the Bullion stores must bo con- 
centrated in the towns where the Mints are, 
from whence the branches may be supplied with 
Notes. The contract is terminable at one year's 
notice." 
In such a contract the Government, as far as its 
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own affairs are concerned, promises notliing more than 
the acceptance of the Notes, at the public offices ; and 
this must be done in order to give a certain official 
character to the Note. The risk that the Bank might 
fail, the Government must be willing to bear, but that 
this is very remote, considering the original character 
of the Bank, and the publicity of its affairs, will be 
admitted. Besides, for its own satisfaction (not neces- 
sarily for that of the public), the State may reserve to 
itself the right to a periodical or continual open 
inspection of the stores of Bullion, and the securities 
appertaining to the issue. The choice of the Govern- 
ment, in reference to keeping its accounts at the Bank, 
ought to lead ultimately to a complete transfer of, at 
all events, all that concerns cash matters. The Treasury 
may be saved much labour thereby, and the settlement 
of the heavy amounts involved may well be absorbed 
in, and also assist in the development of, the clearing 
system of accounts, which such a Bank by means of 
its ramifications may successfully inaugurate all over 
the country.* 

A Bank of this kind, without being a Government 
Bank, i.e, promoted by the State in a speculative 
manner, for the false " encouragement of trade," may 
nevertheless assume the character of a leading institu- 
tion, in which the commerce of the country can find 
reflection and satisfaction, without injury to any now 
existing interest. And the advantages of position 



* I am well aware of the " Clearing System " between the New 
York Banks. 
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which the contract confers would be eagerly taken up 
by a co-operation emanating from the joint action of 
the existing banking institutions and the public. The 
existing Banks would find that such a central Bank 
would be of the greatest use to them, and that the 
whole arrangement would produce a joint action as to 
sound policy in reference to Currency and other 
financial matters. 

An integral part of the contract, that which more 
than anything else, and as a matter of public policy 
and imperial duty, justifies the Government in con- 
cluding it, is the following :-^ 

" The Bank shall be obliged to buy Bullion, 
paying for the same in its Notes, at fixed prices, 
such prices being the Mint value of the same 
less the charge for minting and assaying. 

" The Bank may sell Bullion, against pay- 
ment in its own Notes, or otherwise, at such 
rates as will correspond with the Mint value 
of the metal, (i.e. a price just sufficient to 
make the exportation of ordinary Coin less 
advantageous to the exporter.") 

The price of the ounce fine Gold (1,000. fine), the 
Eagle of 258 grains at 900 fine, would be 20'67183 
Dollars, or, if the kilogramme be adopted, 664* 6138 
Dollars per kilogramme fine. Deducting one per mille' 
charge for minting (supposing the improved Mint 
made such a charge), the Bank, price for fine Gold 
might be fixed either at 20*65 Dollars per troy oz., or 
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at 663*95 Dollars per Idlograinine. The assays should 
be taken at j^^th part fine, the cost of assaying should 
not exceed 50 cents. ; melting (if necessary) one-third 
cent, per oz. (both assaying and melting might be done 
by the Mint), and the bars should be weighed to the 
ji th part of an oz. exact. On a bar of the weight of 
about 200 ozs. the charges would consequently be — 

Coining charge I'OOO per niille. 

Average difference in Assay ... 0'050 „ 

Charge for Assay ... ... 0*125 „ 

Average difference in weight ,., 0'025 „ ' 

Total 1-200 „ 

And if occasionally, in order to secure the proper 
casting of bars presented for purchase by strangers, 
the re-melting was insisted upon, the one-third cent, 
per oz. would be = 0'166 per mille — ^giving an utmost 
total of 1'366 per mille. 

Compare these figures with the Mintage charges of 
France and England,* which in the former case amount 
to from 2-296 to 3-096 per mille, in the latter case 
were 2*828 per mille, and are now 2,335 per miUe ; and 
it wiU clearly appear that the more moderate American 
charge would receive Gold on much more favov/rable 
conditions, I say much more, for although the dif- 
ference is but one-eighth per cent., it becomes very 
considerable on large sums. The remarks which I have 
made before in reference to the effects of such small 



• See Appendix IV., — "English Free Coinage and French 
Brassage." 
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charges upon movements in BuUion and the Exchanges 
here become applicable. The Bank could not possibly 
lose by any such arrangement, for the Mint would coin 
for it at the charge of 1 per mille ; and if the assays 
and melting took place at the Mint, no dispute would 
arise between the two as regards the quality of the 
bars. 

The Bank might sell Gold Bullion to those who 
wish to export it, or to use it for other purposes, at 
the Mint price, viz., Dols. 20'6718 per oz., or Dols. 
664*6 per kilogramme. These rates would effectually 
prevent the exportation of Coin; for Coin, with its 
liability to Mint remedies, i.e. allowance for inaccura- 
cies in quality and weight, is on the average slightly 
below its nominal value, even when the Coin is quite 
new. The American Gold Coin is very accurate, but 
the liability to remedy may nevertheless result in an 
average of one-half per mille. The melting of Coin in 
Europe is attended also with a slight loss. The Bank, 
by keeping as much new Coin in hand as possible, and 
by avoiding to pay out new Coin to known exporters, 
would force the latter to take current Coin (though 
still within legal tender weight), and such slightly 
abrased Coin is less profitable for exportation. I am 
therefore of opinion that if the Bank sold Gold Bullion 
at a price as high as Dols. 20*70 per oz. fine, it would 
still protect the currency, and Gold bars would be pre- 
ferred for export; but practically, and in order to 
secure as much identity as possible between Coin and 
Bullion, and a firm contract basis, it might be well to 
fix the usual selling price of Gold not higher than 
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Dols. '20*68, reserving the right of raising it to a 
higher practicable point for unusual contingencies. 

The course here recommended resembles somewhat 
that of the Bank of England. The best, the wisest, 
and the most logical part in the constitution of that 
establishment is the manner in which Gold Bullion is 
thus dealt with by the Note issue. The Bank of 
England is obliged, by the terms of the Act of Parlia- 
ment, to purchase Gold Bullion at the rate of 77s 9d 
per ^. standard (916^ fine), and it sells it again 
at 77s lO^d per oz., a margin of about one-seventh 
per cent. It thereby gains a beneficent control 
over the Coinage, which makes itself manifest in 
several directions. Anybody who wants to export 
British Gold Coin, must either collect it from circula- 
tion (when much of it is abrased or light) or apply to 
the Bank of England for large sums. The Bank will 
pay him in Sovereigns of full legal tender weight, but 
will avoid giving him perfectly new Coin — it passes 
the latter into circulation by paying notes of lesser 
amounts in the issue department, or by sending it into 
the country where it will find employment inland. 
This very judicious proceeding is a great protection to 
the current Coin, saves disturbance and work to the 
Mint, compelling the exporter to take uncoined Bullion. 
The Bank of England of course takes care always to 
have a large proportion of Coin in hand, and sets the 
Mint to work whenever it requires more Coin, looking 
well ahead as to ample provision under all possible 
contingencies. 

The principle involved in this action, that of making 
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this Bullion immediately available by Notes (the un- 
covered issue only may be regarded as surplus), keeping 
it in store at the same time for export if required, saving 
the unnecessary Coinage of money as much as possible, 
yet providing an ample stock of Sovereigns for contin- 
gencies, is perfectly sound and wise. It contrasts most 
favourably with the present arrangements, or absence 
of proper arrangements in America, where for want of 
identity between Bullion and Coin, the former must be 
either all exported or all coined at once, resulting ulti- 
mately in the undue exportation of the Coin itself, the 
new as well as the old pieces. The Bank of England 
sells Gold Bullion at 77s lO^d per oz. ; it is not bound 
to do so, and may hold at a higher price, — ^indeed it 
might, in my opinion, add ^d or f d to the price with- 
out endangering the Currency, — but it has j&rmly ad- 
hered to the price of 77s lO^d (the exact Mint rate), in 
vindication of the principle of identity between Bullion 
and Coin, and that of the firm contract basis upon which 
England may trade with Foreigners and Foreigners 
with her, so that profits may be calculated with nicety, 
and competition be made more successful. 

This magnificent, though simple and logical policy 
(which the blind economists of other nations have 
been unable to construe) has borne splendid fruits. 
England has become the Banker of the commerce of 
the world. It is generally supposed that this is the 
consequence of her wealth, and the quantity of money 
in the country, but I deny this ; her wealth (or properly 
speaking the great wealth of her upper and rich middle 
classes) manifests itself more in investments by State 
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loans and otherwise; her stock of money, comparatively, 
is moderate, for wkQst France, for instance, held (in 
1870) more than 300 millions* sterling (principally 
Gold) England had but 100 millions, and Germany 120 
millions of metal. Besides, Banking transactions con- 
nected with commerce are continually being liquidated 
and repeated, and are accompanied by equivalents or 
by securities. 

Those who fully understand the great international 
trade as it is carried on now-a-days, know that the 
shipment of cargoes are made upon so-caUed shipping 
documents, which either accompany the drafts or are 
held by the drawees as securities to be surrendered to 
the owners upon payment. Thus credit, in its sense 
as a financial concession, is not even required ; on the 
contrary, it is the Enghsh acceptor, who either by way 
of account, or by way of a direct remittance from the 
foreigner, on whose account he acts, is first placed 
into fands. The shipper in India, Chili, or elsewhere, 
says to the party in America or Germany : — " I will 
ship to your ports, but I cannot make drafts on 
your country ; your Exchanges, for want of identity 
between the nominal value of your Coins and that of 
BuUion, are too vague, unfit for competition ; you must 



• France, before the late war, was and is still in a fair way of 
becoming a formidable rival to England in International Banking. 
No English Bank has Branches in France, whilst several large 
French Banks have Branches in London, and strange to say in 
India, an English Colony. The Continental Silver market gives 
these establishments great advantages in the East; this will be patent 
as soon as heavy shipments of Silver to India are resumed. 
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open a credit in London which I can use I" The 
German or American is then compelled to make ar- 
rangements with an Enghsh Banking firm, which 
accepts and pays the shippers' drafts in return for 
documents respecting merchandize on the way, say 
from Calcutta to New York. These documents are 
not surrendered to the American unless he has given 
an equivalent in account, or made actual remittances 
in money. Such remittances, which require that the 
outlay of cash should be made by him first, are not 
only more costly to him than a direct draft would be, 
but, besides this, he has to pay a commission to the 
English intermediary, which, repeated over and over 
again, soon amounts to a large capital. The English 
market thus becomes well supplied with first-class 
BiUs, viz. the original drafts and the remittances for 
their liquidation. 

I repeat that a supposed surplus of money in 
England, or credit in its proper meaning, has nothing 
to do with these settlements; that they are simply 
the result of a proper logical, but otherwise me- 
chanical arrangement which England has established, 
for the use of which other, in this respect less intelli- 
gent, nations have to pay, thereby depriving themselves 
of commercial independence, and keeping away from 
their own markets the best and most suitable security, 
the first-class Bill of Exchange. 

The absence of international Mercantile Bills 
(those most useful methods of Exchange) drawn on the 
United States of America in the Money Markets of the 
world is striking. The quotation of the American 



88 METALLIC BASIS OF PAPER CCREENCY. 

ExchaiigiB in moSfc Courses of Exchange is generally 
left out, and when given refers more to small drafts 
for travellers than for commercial purposes. The 
negociation of occasional drafts made on America in 
Europe is most difl&cult, and is a matter of general 
complaint even among certain British traders. Why- 
should America not be able to satisfy the demands in 
this respect ; she is a great importing country, and she 
must pay somehow, whether by way of direct accept- 
ance or by way of roundabout remittance, and should 
not the former be the most convenient and the cheapest 
way, independently of the question of credit ? Foreign 
credit, in the absence of such drafts, does not receive 
the proper development to which American traders are 
entitled. 

The quotation of the English Exchange in New 
York is of importance chiefly in its relation to the 
premium on Gold and to the exports of American 
produce ; as regards the imports of America it is but 
an imperfect guide, and the American importer is 
compelled to accept its dictates when his payments are 
due, requiring settlement in account, or by the pur- 
chase of remittances to Europe. The American im- 
porting trade, although it indirectly affects the state 
of the Exchanges with Europe, is thus powerless in 
exercising a prospective or direct influence; hence 
arises a continual charge upon it. Let American 
statesmen and economists confer with disinterested 
international traders upon this subject, and its import- 
auce may be made manifest to them. 

Now if the United States followed the same policy 
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as England does, viz. that of securing, by means of the 
proposed. Bank and Bank-note issue, a stock of un- 
coined Bullion, identical in value (as much as possible) 
with Coin, a firm contract basis would be gained, and 
she would secure her independence in this respect, an 
independence which is all the more easy to secure 
because she herself is a producer of Bullion. Bullion, 
Gold, or Silver, would thus be made to enter freely 
and to depart freely. 

The United States Treasury may here start an 
objection to the principle involved in the free out- 
going of Gold, to which such a Bank would seemingly 
open the door. It may allege that by its present 
action, that of accumulating Gold, and selling it when 
deemed requisite, it prevents its undue exportation, and 
yet exercises some influence on the market in favour 
of improving the Paper Currency. But the United 
States Treasury cannot stop other Gold than that 
accumulating in its vaults from leaving the country, 
nor can it retain a large quantity of Coin without 
further depreciating the Paper Currency. Gold must 
go if it is due abroad. I am however quite prepared 
to admit that under the unusual circumstances during 
and since the rebellion, the United States Treasury 
has manoeuvred fairly. As soon as the Paper Cur- 
rency is on a par with Gold, the hoarding of the latter 
becomes useless ; the real remedy is the reduction of 
the amount of Paper Money now current — and when 
Paper and Metal are at par, or before that time, whilst 
the premium on Gold still exists, the United States 
Treasury could hold the " Bullion-notes " of the pro- 
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posed Bank just as well as tlie Gold, and they would 
serve the same purpose. Without their production or 
presentation the Bank could not part with the Bullion 
they represent — it would virtually belong to the 
Treasury. The Bank then, by holding this Treasury 
Gold, together with the Gold belonging to the public^ 
would be in a stronger position, and have more BuUion 
than the Treasury. 

The re-introduction of the Silver Dollar into the 
United States' Metallic Currency would enable the 
proposed Bank also to offer a fixed price for Bar Silver, 
and thus a portion of the vast treasures of the West 
might be incorporated with the basis on which the 
Bullion-note issue can be extended. Without the 
recognition of the full legal tender value of the Silver 
Dollar this cannot be done, and here the importance 
of previous remarks respecting the half Dollar and its 
reinstatement at full value becomes apparent, for it 
would be wise to strengthen the use of Silver in every 
way. 

The Silver DoUar, at 399-9 grains weight, 900 fine, 
makes the ounce of fine Silver worth 1'33366 Dollars. 
The price of fine Silver might thus be taken at 1^ 
Dollar per ounce (or 42 Dollars 87-^ cents, per kilo- 
gramme) and the Bank might purchase the same, less 
one-half per cent, mintage charge, at 1*327 Dollars 
(the other qualities in proportion) . Fixing the charge 
for assay at half a Dollar, and presuming that, as the 
greater portion would be taken from the refinery, no 
re-melting would be required, weight being taken to 
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one-tentli of an ounce exact, the total charges would 
be— 

Milli^mes. 

Mintage ., ... 5-000 

Assay on 1,000 Dollars 0*500 

Weight one-tenth of an ounce average 0*066* 



5-566 
The Bank should sell Silver to those who required 
it, for exportation or other purposes, at the full Mint 
rate, viz., 1^ Dollars (1-33366 Dollars), or slightly 
below this figure, reserving to itself (as in the case of 
Gold, and as the Bank of England does with Gold) 
hberty to shghtly alter the price, adhering however, 
as much as possible, to steadiness in this respect, so as 
to establish a fairly rehable custom. A great addition 
to the United States Metallic Currency would thus 
take place, and more BuUion-notes would be issued to 
prepare the way for the setting aside of the present 
surplus of paper issue. 

Besides this, a firm contract basis would be gained 
for dealing with other nations. " But,** it may be 
said here, "you have praised the EngHsh Valuation 
because of its fixed basis, and that is Gold alone ; how 
can Gold and Silver together give this fixed basis ?'* 

The idea of fixity does not necessarily involve the 
use of one material, and if fixed relations are estab- 



* The re-melting of other bars, save those taken from the refinery, 
or other responsible parties, at the option of the Bank. Proper 
regulations concerning the size and qualities of bars, both Gold and 
Silver as weU as foreign Coin, require to be made. Foreign Coin 
fihould be treated only as Bullion, and not pass into circulation. 
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lished between two materials, it is deducible from Gold 
as much as if Gold were the- only standard. The 
advantage of being able to deduce it from Silver also 
is manifest. ' As far as the foreigner is concerned, 
nothing prevents him from stipulating in his contract 
that he wishes to be paid in Gold or in Silver, as it 
may suit him best. The American merchant, who 
deals with India, China, Mexico, Germany, Holland, 
and other States of the Silver Valuation, or France, 
Belgium, Italy, and other States of the Double Valua- 
tion, would have this advantage, that he can trade 
direct with the former on the firm basis of Silver, with 
the others on the firm basis of Gold and Silver, with 
England and the Gold Valuation States on the firm 
basis of Gold, whereas the English merchant can trade 
on equal terms only with the States of the Gold 
Valuation, with the Double Valuations only through 
Gold, and with the Silver valuing nations only, in 
an indirect way, requiring the agency of Silver- 
holding or Silver-producing States for this purpose, 
and making sacrifices for it. Nothing is more instruc- 
tive on this point than England's trade with India 
and the East, for England, when the Indian Ex- 
change is low, is obliged to sell arrivals of Silver at 
60 pence per ounce, and when the Indian Exchange is 
high, to re-purchase Silver at rates varying from Gig- 
to 62^ pence, a clear loss to her (exchanged in Gold) 
of say from 2 to 4 per cent. I maintain that (inde- 
pendently of the shipments of Silver from California 
to China) if the United States adopted a firm price for 
that metal, it would be shipped from New York md 
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England, or direct via Suez, on more favourable terms 
than England can now make when her requii'ements 
for the East compel her to draw Silver from Con- 
tinental States. 

The American market for Gold and Silver would 
thus become j^rm for all nations, and the American 
trader could calculate his profits with the utmost 
nicety in either direction, which England cannot do 
wherever Silver is the basis, or becomes the basis. Fol- 
lowing then the general course of reasoning which I 
have pursued in regard to England, and the advantages 
gained by her fixed basis for Gold, which fi^ed basis 
however has reference only to identity between Gold 
Bullion and Gold Goin^ it stands to reason that the 
United States, by adopting this identity /or both Gold 
and Silver Bullion and Gold and Silver Coin, will have 
double (or rather treble, in being able to deal directly 
with these three systems. Gold and Double and Silver) 
advantages, and with them the prospect of attaining 
correspondingly better results. 

"But," it may be said further, "it is possible 
that the Bank in question, under the proposed arrange- 
ment as to fixed piirchase prices, may get too much 
Silver, and that too much Gold may be taken away T* 
The animus in such an objection is again that which 
moves those in favour of the Single Gold Valuation, 
and reopens the entire question of Single versus Double 
Valuation. I have already stated that so long as 
the present Silver States continue, or go over to the 
Double Valuation, we can allow even the secession of 
several States in favour of Gold before the equiUbrium 
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is disturbed and before the supplies cease to find 
equitable employment. And in spite of all the efforts 
of those in favour of the Gold Valuation, there is 
almost a certainty that not only their theories will be 
stopped, but that Silver will make progress again. 
Granted however, for argument's sake, that before 
the final international settlement of the whole, 
further steps should be taken against Silver, and that 
it consequently behoves intelligent American States- 
men to make some preparation for the contingency 
of an imdue supply of Silver, this very BulUon Bank 
would be able to cope with these contingencies. 

Firstly. — The Bullion Bank, acting as a reservoir, 
can afford to accumulate a large Stock of Silver 
and keep it valuable and current by its Notes. 
Although in paying out Coin to the public it should 
endeavour as much as possible to suit the wishes of 
individuals, yet it may favour the issue of either Coin, 
until certain indications manifest themselves. The 
proportion of Stock between Gold and Silver BuUion 
need not necessarily be equal, but the principle might 
fairly be adopted that unless the supply of Silver does 
amount to more than one-half of the value of the 
stock of Bullion, it is not necessary to make a change 
in the price. 

Secondly. — The element of elasticity which the 
Bank does afford at first, if found insuflScient, can 
be assisted by a slight lowering in the price. An 
undue accumulation of either material could take 
place, even if the general proportion of value remained 
much the same, for in Exchange operations as small a 
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difference as one-half per cent, will suffice as profit 
to the operator. Here then comes in the liberty 
reserved to the Bank of. slightly altering or lowering 
the selling price of Silver (reserved even in the Bank 
of England for Gold) and that, under ordinary cir- 
cumstances, would lead to a re-export of it. The 
sacrifice to the Bank would in that case be nothing 
more than the loss of the prospective profit on the 
Silver bought ; nobody else, on contracts, would lose 
by it. 

These safeguards would go a great way ; but if the 
price of Silver should fall 3 or 4, or 10 per cent., the 
discrepancy would become great, i.e. the very arbitrary 
effect (alluded to before) would be produced, for which 
the State would have the right to take arbitrary 
measures, such as, nolens volens^ raising the tender value 
of Qt)ld. Such a fall in Silver could only be brought 
about, again to repeat it, if aU the other States re- 
pudiated Silver (to which they adhere so firmly) ; if, in 
other words, they entered into a wild and mad race for 
getting rid of it, destroying thereby their own money, 
and a large portion, hitherto the most important 
portion (to the less wealthy the absolutely necessary 
portion) of the mediums of Exchange.* It is absurd 
to suppose that any such event can possibly take 
place. 

The fear then, that Silver might flow or accumu- 
late in the United States to the disadvantage of the 



♦ See Appendix Viil. and IX., — " Conseqnences and Injustice 
of tlie Gold Valuation." 
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Gold supply, by means of sucli a Bank, is nothing else 
but that vague and undefined apprehension uijder 
which the advocates of the. Gold Valuation labour. 
Its effect, unfortunately, is a one-sided one, admitting 
of no neutral position, from which advantage could 
be gained in either direction, and those who are under 
this apprehension are bound to range themselves on 
the side of Gold. American Statesmen, with their 
more astute intellects and their capacity to weigh 
and value the practical position of affairs in the ques- 
tion of Valuation all over the world, should get over 
this fear, and act with energy and decision. The 
national interests demand that they should protect the 
value of both their Gold and Silver production, and 
that both should be made available for the benefit of 
inland intercourse. The national interests, in their 
immediate connection with international interests, 
demand also that America should throw her weight 
into the scale in favour of Gold and Silver. The esta- 
blishment of the proposed Bullion Bank, with its 
scheme of identity between the two descriptions of 
Bulhon and Coin, would be a powerful weapon with 
which this right of weight could be asserted. 

The amount of Bullion Notes which such an estab- 
lishment might be able to contribute to the Currency, 
cannot be determined now within many millions, for 
the effects of the economic arrangements suggested 
will take some time before they bring solid fruits 
into large soHd amounts. But at a guess (excusable 
under the circumstances as such), considering the 
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wealtt of the United States in proportion to other 
nations, the heavy amounts which the Treasury holds 
now, and that which might flow in from the public, 
the Bank might soon hold 150 million dollars in Gold, 
to which Silver to the extent of 60 to 80 millions 
might be added in time, thus enabling the Bank to 
issue between 210 to 230 millions of Bullion Notes. 
Add to this the Gold Currency held or hoarded by 
the public, the supply of new Silver Dollars, to which 
its re-adoption would give rise, and the influence of 
the whole can be estimated, not only as regards the 
prosperity of the country, but also on the reduction 
of the present national Paper Currency and the 
resumption of specie payments. 

A Bank of this kind, which by its published 
accounts serves as an indicator of the Stock of Bullion, 
can also influence the supply by varying the rate of 
Interest. A higher rate of Interest has the eflTect of 
attracting Bullion, and the Bank of England is always 
successful (more or less quickly) in bringing Bulhon 
over to England by raising the rates, or rather in pre- 
venting imported Bullion from going away by inducing 
Foreigners to hold English acceptances during the 
time the high Interest lasts; it thus relieves the 
discount market in England, and affords time for 
recovery. Although the United States are not in the 
same position now as England, yet when affairs 
become settled there, and when a proper organisation 
brings about more confidence and regularity, this 
method of raising the rate of Interest would become 

7 
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immediately effective ; it is indeed (such is the nature 
of the influence of Interest on Exchanges) effective 
now, though not always immediately perceptible. The 
Bank of England in raising or lowering the rate of 
Interest cannot act at will, for the other Banks and 
the Money Market generally exercise a direct counter- 
acting influence upon any undue movement, which 
forces both parties to work hand in hand. 

It remains to be added that such a Bank*, Uke the 
Bank of England, must always keep a suitable portion 
of ready Coins (with ample margin) for the payment 
of Notes, and that it must employ the Mint as regu- 
larly as possible. Deposits of Bullion made at the 
Mint for Coinage must be regarded as belonging to 
the stock of the Bank, as also the refinable Bullion 
sent to the refinery. The estabUshment of such a 
refinery (see last chapter) would therefore require no 
capital for its operations. 
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CHAPTER VI. 

THE FIDUCIARY BANK-NOTE ISSUE. 

PEINCIPLES OF EXTENSION AND CONTEACTION. 

rilHB description of the BuUion Note, as given in 
-*- the last chapter, is intended principally to show 
its action in reference to the accumulation of BulUon, 
which by the circulation of the Note thus becomes 
available for monetary purposes, just as if the Bullion 
had been coined. This special action, special as 
regards the utmost possible identity between Bullion 
and Coin, and the beneficial consequences thereof to 
national and international commerce, can be separated 
altogether from the question of amount of issue, i.e. 
of a certain, say reasonable amount of over-issue, for 
as regards the general treatment of Bullion the samo 
or but slightly different effects will take place, inde- 
pendently of such over-issue. 

Is such an over-issue practicable, legitimate and 
advisable, and what are the main principles upon 
which it can be admitted ? 

That it is practicable, the history of the past and 
of the present issues, even in those countries which, 
unlike the United States, are not loaded with a large 
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national and depreciated Paper Currency, is a patent 
fact, and in the face of this, and considering the influ- 
ence which the existence of the present Bank-note 
issues in the world have upon the minds of those who 
are "thinkers" in regard to monetary arrangements, the 
question requires consideration. It might otherwise 
be said to me : " You talk of Bullion Notes only, 
as the ne plus ultra of Bank-note issues, yet there 
are over-issues in England, France, Germany and 
elsewhere, which to all appearances are doing well, 
and so you are not a practical man, but rather a * rider 
on a principle,' as the Germans have it." 

Admitting then that over-issues of Bank-notes are 
practicable, I come to the question whether they are 
legitimate. Now I am ready at once to state that 
over-issues of Bank-notes are thoroughly legitimate, 
when the pressing necessities of a nation, by war or 
rebellion, cannot be met otherwise, then they must 
take place. Indeed, without such Paper money the 
United States would have been unable to repress the 
late rebelUon, and their issue became an imperial duty. 
The fact that too many Notes were forced into circu- 
lation, • that too extravagant a debt was created 
besides, is excusable ; it is very Hkely, if the United 
States Government had been organised like the Prus- 
sian administration, and had been always on the alert, 
that this might have been done on cheaper terms, but 
American energy over-stepped the bounds, so as to make 
sure of the result. Now if the legitimacy of the plea 
depends upon a distinct cause of war or rebellion, it is 
quite clear that it loses this ground as soon as the 
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cause lias ceased to exist. Upon that and the conse- 
quent necessity of speedily bringing about the reduction 
of the present national issue in America all parties 
seem agreed, and with this agreement they may 
express the hope that the United States Government 
will never again be placed under the same necessities. 

The question then resolves itself into this : is such 
an over-issue legitimate for the ordinary requirements 
of trade ? PHma facie, if an over-issue is injurious 
and demands reduction or abolition in the case of 
State necessities, it follows that it must be objection- 
able for any other kind of necessity, for when an over- 
issue is once made, and in the hands of the pubUc, 
it does not much matter what was the immediate 
first cause of placing it there. It may however be said, 
inasmuch as for the encouragement of trade, and under 
customary issues of that kind, the amounts involved 
are not so excessively large as in the case of State 
troubles, that the question of objection becomes re- 
duced to one of degree only, or eventually to one of 
minimum harm or good. The difficulty would there- 
fore seem to lie in the amount — and how shall this be 
determined ? 

WTiat is meant by the ordinary expression, " en- 
couragement of trade?" Its usual meaning is that 
a supply of money, or that which serves as money, will 
enliven intercourse, and stimulate production. Upon 
the assumption, which is quite correct, that a supply of 
money in the hands of those who obtain it will create 
a demand for goods, and by which prices will rise, it 
follows that production will increase, and that is the 
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final aim or eflfect. Here however, when such a supply 
or extra supply is made by Bank-notes, human weak- 
ness steps in, and disturbs the nice calculation. Within 
the national circle, where the issues are made, the 
demand for goods is certain to include the demand for 
luxuries, a distinct thing fi:*om necessities in the 
ordinary sense, the rise of prices which wiU take place 
does not only concern native produce and manufac- 
ture, but also foreign importation and luxuries, and 
the foreigner shares in the benefit of the rise, as the 
increase in production does not only take place at 
home, but also abroad. The great distinction how- 
ever, in the settlement of the network of contracts 
which arise under the supply of such Paper Money is 
this : the Foreigner takes his payment and his extra 
profit consequent upon the increase of consumption 
in Gold or Silver, whilst the native trader is obhged 
to accept payments in Notes. Hence any country 
which makes an over-issue (the ultimate result of 
which is that the outsider gets paid in Coin or Bullion 
whilst the home trader is paid in Notes, and against 
this matter of fact no argument as to the value of the 
over-issued Bank-note issue will prevail) becomes an 
exporter of Bullion, the Paper Issue drives away the 
solid treasure on unfair grounds of competition. 

The example of all over-issuing States shows this 
clearly, the more Fiduciary Notes are given out, the 
more Bullion goes away, and to many persons this 
feature is inexphcable because they say: what. harm 
can arise from the issue of a few more milHons of 
Notes? Why should metallic Coin not stop along- 



PRINCIPLES OF EXTENSION AND CONTBAOTION. 103 

side of it ? So strong and so decisive however is the 
action of the unfair competition of Paper Currency, 
and its evil effects upon prices and suddenly developed 
consumption, that all the efforts of Governments to 
stop the export of Bullion are of no avail whatever 
(not long ago civilized European States forbade it 
under penalty of death). 

With the over-issue of the Bank of England (the 
best) almost the same thing takes place. As soon as the 
amount of " Notes in circulation '* assumes a certain 
proportion of the over-issue allowed by law, the de- 
mand for more Notes is apt to increase,, and as million 
after million thus passes into circulation, so does 
Bullion leave the Bank vaults rapidly, as if two 
opposite forces were at work against each other.* 
Few people rightly understand this anomaly ; the fact 
is, the foreigner takes his settlement in Gold only, and 
leaves the Englishman with his mixture of Gold and 
Paper, of which the first is apt to form but the lesser 
portion for some time. The Englishman has been 
encouraged, by the apparent strong position of the 
Bank of England as regards Note reserve, and by the 
consequent "easy'* state of the Money Market, to 
undertake enterprising business abroad. Upon the 
prospective profits of these enterprises, and the general 
apparent smoothness of things in general, he has not 



* It is curious to notice that at such times the prudent country- 
bankers, whose issue of Notes is separate from that of the Bank, 
and has a pure credit foundation, take care to contract their circu- 
lation, and that the whole weight falls on the Bank of England 
alone. 
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ouly incurred larger personal expenditure than he 
would otherwise have done, but he has also engaged 
himself in contracts for works or goods outwards or 
inwards which, shorn of their speculative character, 
might fairly be expected to leave a profit if all re- 
mained smooth, but which, in the event of a sudden 
rise in Money and fall in prices, are knocked about 
and get at sixes and sevens. But the foreigner wants 
his Gold, and takes care that he obtains it. The 
mixture of prudent, legitimate, bold and reckless 
enterprise which characterises the English trading 
community, has much to do with the origin of these 
periodical upsets ; but the apparent harmless state of 
the Money Market (when Notes are in surplus at the 
Bank) gives too much space and too much time for 
the inauguration of speculative enterprise. It affords 
a false contract basis.* If the Bank of England were 
not at times threatened with the payntent of the 
15 millions over-issue, having no Bullion to pay them 
with, i.e. if :t only issued Bullion notes, it might snap 
its fingers at the withdrawal of Bullion, surrender 
every ounce to the public, and rest upon the Hquidation 
of its securities and its capital, invested presum- 

* The case of Pmssia is here noticable. The Bank of Prussia 
has the right to issue 3 thaler Notes for every 1 thaler in Cash. 
Practically it does not go so far, but the effects of such an arrange- 
ment is, that Prussia attracts but little Bullion, much less than her 
industrious and economical people are entitled to. The case of 
Austria is still more instructive ; the country is but a weak inter- 
national trader, and possesses little Bullion. The Prussian Notes 
however have always remained at par, the administration of her 
State Bank is excellent, though too conservative, whilst the Aus- 
trian Bank-note is depreciated. 
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ably in the finest securities which the country can 
furnish. 

I am of the opinion that England is the country 
where an over-issue of Bank-notes is especially mis- 
chievous. England can afford to trade on Bullion 
alone. The Coin in circulation (Gold 90 millions, Silver 
13 milUons), together with the Bullion at the Bank, 
amounts to about 128 millions sterling (August 1871), 
alongside of which the £15,000,000 Notes, or rather 
the average of that amount in circidation, form but a 
small item; yet it is capable of contributing to the 
origin of all this speculation and extravagant calcula- 
tion, with their subsequent troubles, to which that 
international and financial centre, London, and the 
country at large with it, is subject from time to time. 
There are many financiers in England who agree with 
this view as to over-issue, partly on the same grounds, 
partly fi'om an instinctive objection as to the evident 
untruthfulness of the whole system, and although 
others may remain in favour of it, yet the doubt alone 
(concerning as it does the issue hitherto acknowledged 
as the safest one) should constitute in the minds of 
inquirers less inclined to search into the nature of 
these things, the acknowledgment at least that such 
Paper Money is not as good as Metallic Money. No 
deception can take place without its results ; indeed, if 
it were otherwise, in this matter of uncovered Paper 
issue against Metallic Money, we ought to be able to 
issue billions of the former instead of the millions used 
now. I therefore arrive at the conclusion that an 
over-issue of Bank-notes for the ordinary requirements 
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of trade is not. only unnecessary, but that it is most 
injurious. 

But, for extraordinary requirements in the com- 
mercial life of a nation, an over-issue of Bank-notes 
may be considered as legitimate, just as the temporary 
borrowing of money for an^ specific purpose may be 
beneficial. As soon, however, as the extraordinary 
contingency becomes modified in extent or finally 
disappears, so should such an over-issue follow 
suit, as a debt which must be paid; the power of 
extinguishing the credit should be reserved and 
applied. Extraordinary contingencies of trade may 
arise, through bad harvests, through political con- 
vulsions and wars in neighbouring States, through 
sudden and extensive failures in the ranks of the 
trading community, and other causes. It must not be 
supposed that such events are like the pressing ne- 
cessities of the State itself when at war, which require 
a very large and overwhelming issue, they have a 
much smaller, more partial effect, amounting perhaps 
only to a small per centage on the whole amount of the 
currency. At such times many people talk recklessly 
of ruin, overlooking that the actual facts of the 
proportions might be calculated out or estimated 
deliberately. There are but few nations, certainly 
none of the civiUsed ones, whose prosperity is 
dependent solely on harvests or neighbouring States, 
their resources are manifold, and a disturbance in one 
of them does not necessarily involve the others. This 
reflection naturally suggests moderation in regard of 
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the amount of issue, and that there is primarily no 
necessity for extending any issue of uncovered Notes 
(i.e. Notes not resting on BuUion) beyond what the 
probable extent of any such disturbance on the whole 
commercial intercourse would seem to warrant. 

Before passing to the consideration of what the 
United States might do in reference to an over-issue of 
Notes by the before mentioned BulUon Bank, i.e. an 
issue beyond the character of the Bullion Note' as 
described, an important feature connected with the 
usual Bank-note systems in Europe requires to be 
pointed out. The Governments share in the profits 
which such over-issues bring to the issuing Bank, 
and receive annual payments, which are absorbed in 
the general expenditure of the State.* Are the prin- 
ciples upon which this profit is levied by the State 
the correct ones ? 

The profit on over-issue of Bank-notes may thus 
be illustrated : The Government may either take a 
loan from the Bank, paying a certain rate of interest 
for the same, thus serving the Bank as a Debtor, furnish- 
ing an Asset, or it may authorise the Bank to hold 
other securities to the amount in question, as a basis or 
co-guarantee to a Note issue of the same sum. The 
Bank thus invests Capital at a rate of Interest, and 
at the same time it becomes possessed of a large sum 
of Notes, which it may pass into circulation, and from 
the use of which it may again secure profit by interest. 

* I am aware also that the United States Government taxes the 
Banks at present. 
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It is evident that the amount of such Notes issued 
bears some resemblance to a capital, which under the 
above condition is given free of interest to the Bank. 
It would not be fair to let all this profit go exclusively 
to the Bank, and since it is the Government which 
authorises the issue, it would seem right that a portion 
of it should go to the State. The various Govern- 
ments have therefore frequently secured their profit 
on such Notes by way of Stamp Duties, or they have 
compounded with the Bank for an annual sum in lieu 
thereof, or they have made some other arrangements 
seemingly more or less suitable to the interests of 
both parties. 

The British Government for instance has borrowed 
11 millions sterling from the Bank of England, and 
the Bank of England holds (about) 4 millions sterling 
of other securities, being authorised to issue 15 millions 
of Notes over and above the stock of Bullion. The 
State pays interest to the Bank on the loan of 11 
millions, but in return it receives annually the sum 
of £188,078 as payment by the Bank for the privilege 
of the issue. 

The Bank of France (before the war) had not lent 
money to the State, but held a sum of £4,000,000 in 
Eentes at its option, the French Government partici- 
pating only by way of small stamp duty. This arrange- 
ment was much in favour of the Bank of France, and 
it enabled this institution to create a considerable 
reserve fund of its own, besides the paying of good 
dividends to the shareholders ; but the French Govern- 
ment did not insist upon the legal tender right of the 
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Note, leaving that subject to the confidence between 
the Bank and the pubUc, whilst the Bank of England 
Note has legal power in England. Since then (1870) 
matters have altered in France, but it is a remark- 
able fact that, in consequence of the independence 
thus given to the Bank of France, it has been 
respected even by the furious Reds, and that the 
confidence, i.e. the clear relation between the Bank 
and the public, has since enabled that institution to 
issue four times as many Notes as it has Bullion, 
without depreciation. And were it not for the fact 
that the French have yet to part with immense sums 
of money to Germany, there might be no depreciation 
at all. 

The Prussian Government and the Prussian Bank 
stand in very singular relationship. The State is 
partner in the Bank, and shares in the profits of the 
whole business, not Note issue alone. A small por- 
tion of these profits has been allowed to accumulate 
as the Government Capital in the concern, and as 
further guarantee to the public so far, but the balance 
of the profit (which by one statement accidentally 
before me amounted in that year to 936,000 thalers) 
goes into the coffers of the State for other purposes 
than those immediately connected with its origin. 
Banking matters in Germany may however soon 
undergo a complete reformation. 

Reverting again to the Bank of England (as more 
familiar to Americans), and the conditions under which 
it issues, it would appear from a ParUamentary return 



110 THE FIDUCIARY BANK-NOTE ISStJE. 

made in 1861 (Bank of England 7th February 1861),» 
that the profits for one year were : — 

Interest on fixed securities (the 

£15,000,000) £445,117 

Gfain on Foreign Coin and Bullion ... 10,811 

£455,928 
Expenses. 
Wages, Printing, Compensa- 
tion, and other items — total £179,405 
The State receives — 

Composition in Heu of stamps 60,000 
For share of profits of the Cir- 
culation Department ... 128,078t 

367,483 



Net profit £88,445 

The profits on Bullion and Coin might . 
be made independently of the oveV'^ 
issue, so that ded/ucting the same ... 10,811 

The sum of £77,634 

remains. 

Besides this profit then the Bank has the 15 millions 
of Notes with which it can operate, gaining interest 
thereon, and the question is whether the total income 



.Al. 



* This return refers only to that year, and nothing has been pub- 
lished since. The Note Issue was then about 14| millions — ^it has 
since increased to 15 millions — so that the other items, ix, the annual 
interest and contribution to the State, have also increased. The 
expenditure may also be more now. The above return being the 
only authorised one, I adopt it here. 

t This sum has since increased. 
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from these two sources is more or less than the income 
which the Bank would derive, if all these arrangements 
did not exist, viz. : if the Capital of the Bank were 
free, and could be employed at the current rates of 
interest like other Banking Capitals. 

An investigation of this matter shows however that 
the whole note issue, i.e. the Notes out, calculated 
over a series of years at the respective minimum rates 
of discount* give an average of less than 2|- per cent, 
only, so that, including the profit on the issue, the Bank 
of England does not obtain more than 2f per cent., for 
that with which the issue is debited at 3 per cent., thus, 
setting altogether aside the question of whether the 
Bank would employ its capital in the open market, it 
loses a considerable sum per annum by being com- 
pelled to mix up the investment of its capital at only 
3 per cent, with the general issue. 

The 15 millions of Notes thus created are sup- 
posed to serve the Bank of England as a capital, but a 
portion only of them can be used. When there are only 
two or three millions in reserve, alarm is manifested and 
interest rises, but more frequently 9, 10, 13, 14 mil- 
lions are in reserve (23rd August 1871, £14,688,475),* 
besides a reserve in Coin varying from f to 1-| millions. 
Now take the absurdity of this arrangement ; when 
Money is high, and say twelve millions of Notes are out 
at 6 per cent., the Bank gains £720,000 per annum in 
the Banking department ; when Money is low, and but 



* The Bullion on tliat day was £24,648,475, fully employed in 
Notes. 
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one million out at 2 per cent, it obtains only £20,000 a 
year interest. In the one case (adding the £77,634 
profit made net in the issue) the total product of interest 
on the 15 millions is thus about 5^ per cent, per annum, 
in the other case it is equivalent to only f per cent, per 
annum. Notably the periods of calm and low interest 
are by far the longest. But if the Note circulation is 
put into juxtaposition with the actual steady cost per 
annum, taking the same at £367,483 per year, leaving 
(less the £77,634 profit) nett £289,849, the 12 
milUons cost 2f per cent, per annum, whilst the one 
million would cost nearly 29 per cent, per annum, and 
when (as in August 1871) the Notes out amount to 
less than ^ of a million it will be seen that there is 
nothing extreme in this method of stating the case. I 
assume, of course, that the 15 millions of securities 
remain invested at 3 per cent., and that the Bank would 
have the benefit of this investment whether combined 
with the issue or not, without taking into consideration 
whether the Bank might not find a more profitable 
investment of this sum in some other way. 

There are persons who say these large habitual 
reserves of Notes in the Bank of England are the 
property of the public which keeps deposits and 
balances at the Bank free of interest, " and the Bank 
finds a set-oflF thereon." This is an utter perversion of 
a matter of account. If these sums were in the Bank 
of England merely for "safe keeping," neither their 
entry nor their exit should affect the accounts of the 
Bank. As it is, this safe-keeping process becomes 
very expensive to the Bank of England, as the 
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accounts very plainly show ; and no Banking 
establiskment should be submitted, either forcibly or 
voluntarily, directly or indirectly, to so palpable a 
wrong. The deposits at the Bank are due to the 
confidence of the public; they would take place 
without the Kote issue, and in the employment of a 
portion of these deposits the Bank should be guided 
solely by its own convenience — the only test and 
regulator by which such an institution can keep order 
and confer true benefits. It has no business to keep 
large deposits of idle Money belonging to other people, 
and upon terms which enable it to make no use of it. 
That, under all circumstances, the Bank of England 
must keep a reserve (like all other Banks) is evident, 
and that this reserve, if the uncovered Note issue were 
abolished, would have to be larger than the present 
usual one of "Gold and Silver Coin** must be admitted, 
but why should the present total reserves vary from 
say 3 to 15 millions — ^being in the majority much 
nearer the latter figure than the former — for months 
and years together ? What is the proper reserve for 
the Banking department as far as its own legitimate 
business is concerned ? A Banking establishment, 
unable to maintain some reasonable regularity in its 
reserve, must either be badly managed (and that the 
Bank of England is not), or it must suffe^N^om some 
gigantic evil which makes it powerless to do so. 

The most conservative English financier must 
admit that if the reserve of the Bank consisted but 
of Metallic Money, it could not fail to find employ- 
ment for it ; the lowering of the rate of interest is an 

8 
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unfailing remedy in this respect. The case of hard 
cash lying absolutely idle (here its representation by 
Notes, or its use as balances, must not be confounded 
with idleness) is unknown, and impossible when the 
ordinary play of rate of interest can act upon it. The 
enigma is : why will the Bank of England Note not 
foUow the same rules ? However anxious the directors 
may be disposed to keep a large reserve, they should 
be able, at all events, to check an absurd excess. 
Experience shows that this cannot be done however 
low the rate of interest may be placed, and this dis- 
pbedience of the uncovered Bank-note issue can only 
be explained by the fact that it is not true money. 

It is very interesting to remark here that, although 
the Note reserve of the Bank of England makes rapid 
movements up and down between the limits of the 
uncovered issue, yet the reserve in Notes has never 
exceeded 15 millions, showing clearly that if the whole 
issue had been shorn of the 15 millions, the true basis, 
Bullion, has always found employment. The sugges- 
tion therefore that Money must now and then rest idle, 
does not at all events apply to that made of the 
Precious Metals, and there is not, neither in England 
nor anywhere else, a single instance on record where, 
in the hands of an active Bank, hard Money has been 
lying idle, unable to find employment for that which 
(beyond a suitable and prudent reserve) became a sur- 
plus. Where sudden additions were made, the ques- 
tion of disposal became one of hours and days only, 
but the uncovered Note of the Bank of England cannot 
be used and moved properly in months and years. 
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The withdrawal of the present excessive or fixed (fixed 
at all events at what is evidently excessive) figure, 
would involve but an average of, say 8 millions, a 
small per centage on the whole circulating medium, and 
whose range is not important either way, when it is 
borne in mind that within a few months' time the stock 
of Bullion itself has often varied to that extent. By 
withdrawing it, or rather by substituting a better 
system than the present one, the trade of the country 
would be brought nearer the Bullion basis, the profits 
or losses made would manifest themselves sooner, and 
thus prevent the carrying over of speculations (of 
which now-a-days say 30 per cent, are legitimate 
enterprises worthy of English pluck and common 
sense, 70 per cent, illegitimate " promoters' " schemes, 
consequences of commercial demoralisation, fostered 
by the uncovered note), and the Money Market would 
regain a degree of steadiness from which the honest 
and prudent trader might derive beneficial assistance. 

The Bank of England may however continue to 
encourage, at its own cost, and "for the benefit of 
whom it may concern," the accumulation of " sup- 
posed" Money; but granting even that the term 
"supposed Money" may b6 supplanted by **Money,'^ 
what are the immediate principles upon which the 
supply to the merchant is regulated ? The question 
here lies between the interests of the Bank and those 
of the real mercantile and industrial community, and 
that they, like in all questions of mutual interest, 
should go hand in hand, need not be discussed. But 
what are the facts ? When a large amount of Notes 
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is issued, and Money becomes dear, instead of thafc 
Money becoming also dearer to the Bank of England, 
it becomes rapidly cheaper. The Bank Directors are 
brought face to face with large profits versus prudence 
and foresight. When Money becomes cheaper in the 
market, and the circulation less, the amounts out be- 
come dearer and dearer, until the ridiculous figure o£ 29 
per cent, or more is reached on £1,000,000 (See p 112). 
Nothing but the high minded management of the 
Bank by gentlemen of the commercial aristocracy in 
England can counteract the evil consequences of these 
monstrosities, and the success with which the Directors 
have steered the Bank is all the more wonderful on 
that account. The diflficulties of their policy however 
can only be overcome by strict conservatism, and 
certain courses of action which do not quite agree 
with the general system. These special actions have 
therefore grown into a system of their own, which, as a 
theory deducted from special practice (the cart before 
the horse), is now held sacred, it is protected by per- 
sonal experience, and it is not impossible that the 
Bank, in its high position as Government Banker, and 
having other sources of profit (to which the losses of 
Notes may, be added), is content to put up with these 
anomalies. The diversity of opinions among com- 
mercial economists in reference to the matter shows 
however that there is a strong doubt as to its correct- 
ness, a suspicion of some serious hitch. On the 
whole, EngUshmen seem satisfied with it, and there is 
no need to blame the past and the present generation 
for this feeling of satisfaction. 
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Nevertheless it must be patent that these monstrous 
anomalies are not without effect on the public. The 
great rule of indications is totally reversed, the bene- 
fits of the principles upon which actuaries, for 
instance, would base their proceedings, are utterly lost 
sight of. Hence arise the rare periods of complete 
commercial security, the more frequent apparently 
calm and prosperous but most dangerous periods of 
"easy" market, and the ruin and destruction of the 
storms of crises in England. 

The fixed compensation then which the British 
Government exacts from the Bank^ of England is 
another contributor of mischief; prima facie^ whatever 
sum may be fixed^ it cannot do justice to the rights of 
both parties, either State or Bank, excepting by hap- 
hazard. If, instead of receiving a fixed sum per annum, 
the finance minister could be induced to receive a pro 
tanto amount from the Bank, according to the actual 
state of the Note issue from time to time, a more just 
action would be the result. That it is especially diflBcult 
to induce a finance minister to surrender or to modify 
an item of revenue upon which he has always been 
able to calculate, need scarcely be added. 

I mention these things so that American States- 
men may reflect upon them. With the inauguration 
of a new Bank-note system, America may start clear 
and avoid errors which have crept into the monetary 
arrangements of other nations. Such errors in adjust- 
ment are easily entered upon, and when they have been 
in operation for some time they produce a network of 
difficulties and confusion which must be borne, and 
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which, like the Gordian knot, can only be cut asunder. 
Statesmen and Bank Directors in Europe are adverse 
to such forcible proceedings, they prefer practice to 
theory, meet logic by abusing it as hair-spHtting ; un- 
able to see beyond the maze, they seek but to reform 
details in it, and by so doing they fi^equently but 
increase the confusion. Finally they have the resource 
of appealing to national vanity, " our cherished insti- 
tutions" which are " loved with all their faults," the 
" leave well alone," and therewith it becomes difficult 
to bring about a desirable reform. I do not charge this 
against any particular set of men, or those whose 
admirable action and conscientiousness place them, 
justly, in the highest rank of political and commercial 
life, it is but the natural result of the darkness by 
which in all countries the whole subject seems shrouded 
to the vast majority. 

But that is no reason why American economists 
should follow in these footsteps, why, having the advan- 
tage of starting and of improving upon the experiences 
made here, they should not "refine" the whole thing 
so as to obtain the clearest possible basis on all points. 

Another subject for consideration is the use made 
of the fixed contribution by absorbing it in the public 
exchequer. Is this strictly right ? There are, as has 
been elucidated before, two distinctive pleas upon 
which the issue of Bank-notes can be justified, viz : 

The necessities of the State. 

The encouragement of trade. 
The arrangement between the Grovernment and the 
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Bank of England is of this nature : The State 
has borrowed 11 milUons of the Bank — for which 
(together with 4 millions more) it issues Notes. What 
is the avowed purpose of this arrangement ? It can- 
not be said that the necessities of the English Govern- 
ment compel it to borrow money from the Bank. It 
could easily borrow money in the market, and the 
11 millions might just as well IJ^gadded to the 800 
millions of the national debt.* No valid plea exists 
therefore which makes it necessary that the English 
State should borrow from the Bank, and although 
the loan originated many years ago in consequence 
of financial necessities, it should not be continued 
now, it might even have been paid back long since. 
Indeed this view is the prevailing one, but it is said : 
" The Government Debt to the Bank is only intended 
to serve as a security for the uncovered Note issue^ 
which is designed for the encouragement and assistance 
of commercial intercourse. In establishing this issue 
the Government fulfils an Imperial duty." 

Setting aside all controversial matters as to the 
curious nature of the arrangement, and taking it for 
granted that commerce might thus be encouraged, 
the object becomes clearly defined ; it is the purpose 
of the Government to assist commerce by allowing 
such an issue, the State itself having no direct finan- 
cial interest whatever (i.e. such interest as concerns 
the budget) in the matter. The position assumed by 

the British Government accordingly seems to be this : 

— '■^^^^— ^— 11 ■ .■II. 1 . 1 

* The transfer could be easily made if Consols were at pan 
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"In allowing' the uncovered Bank-note issue for com- 
mercial intercourse, we have fulfilled a Governmental 
duty, like we fulfil others ; you, the commerce, must 
make the best of this provision, for beyond fulfilling 
the above duty we stand perfectly neutral."* It 
follows from this that the whole matter is left in the 
hands of the commerce, the Bank of England and the 
public, and these J|ctors may fairly plead : " Inasmuch 
as the profits maae on the issue are solely derived 
from the intercourse between us, solely due to our 
efforts, they ought to be left to us, or come back to 
us in a more direct manner, instead of being with- 
drawn from us and absorbed by the State for other 
more general purposes." That these general purposes, 
i.e. the reUef to general taxation, also benefit com- 
merce may be conceded, but this benefit is only partial, 
and the point is worthy of consideration. Cannot the 
Government use the annual contribution received on 
the Bank-note issue, so that commerce itself may be 
more directly benefitted by its own fruits? Cannot this 
contribution, instead of being absorbed every year, 
and thus passing out of existence, be made available 
by accumulation, so as to form a distinct reserve for 
the benefit of the whole monetary system of the 
country and the credit of the State ? I herewith fore- 
shadow that which I wish to say further on, in 



* It is worth noticing here that on the issues of Notes allowed 
to English country Bankers the State exacts no contribution, taking 
therefore the actual position here defined. The Bank of England 
alone is obliged to pay the State, and the right of legal tender of 
its Notes is but a practial set-off against this anomaly. 



PRINCIPLES OP EXTENSION AND CONTEACTION. 121 

reference to the course the United States might take 
in the matter, and I may show that all this can be 
done, and that after it has been done, the State may 
have the perfect right to absorb the ultimate revenue 
for general purposes, and that this ultimate revenue 
will be larger than it is now. 



These remarks may be borne in mind in forming 
the principles upon which an over-issue may be 
allowed to the proposed American Central or Federal 
Bank. The ground upon which such an institution 
must first be placed is that described in the last 
Chapter, i.e. the Bank must begin, so to speak, with 
a Bullion Note issue ; and the prevalent thought should 
be that nothing must be created which will prevent 
the Bank from recovering this position whenever the 
over-issue is no longer required or no longer expe- 
dient. The arrangements connected with the BulUon 
operations, as to a beneficent control over the cur- 
rency, the identity between BulKon and Coin, the 
maintenance of a large stock of Bullion, the supply 
to the refinery of refinable, and to the Mint of refined 
Bullion, are more important than the uncovered issue 
of Paper Money ; and all these matters must be pro- 
vided for first, and remain as the inviolable basis before 
the giving out of Fiduciary Notes is thought of. 

Supposing all this were done, the questions would 
then arise : 

When shall a fiduciary issue take place, i.e. 
what are the indications justifying it ? 
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How shall the issue be regulated, and what 
shall be its extent ? 

How shall the note be secured, and can any- 
thing be done to increase this security ? 

In the determination of these matters, I shall 
endeavour to provide a true general theory, whose 
supremacy leaves no doubt. In applying this theory 
however, I must use a figure (i.e. the division of a 
unit), which I must justify; moreover this figure must 
be movable, so as to be able to yield to circumstances. 
Those who have studied the construction of monetary 
schemes will understand what is meant by that; they 
will know that in many of them certain figures from 
the past have been wrongfiilly assumed as suitable to 
guide the present and the future. Thus, in the Bank 
of England Scheme, in the ori^nal issue of 1844, a 
certain fixed sum, taken somehow from an average of 
the Fiduciary issue during a number of years, was 
adopted, since which time the amount of 16 millions 
has been rigidly fixed for better or worse, without 
any reference as to whether that which seemed to do in 
1844 would be equally suitable in 1872. In America, 
the most noteworthy case of this kind is that of the 
alteration of the Currency Laws of 1834, when 
*' finding that the rate of 1 to 16 between Gold and 
Silver seemed too low, and that the average price of 
those metals in the Home Market for some years 
was nearer 1 to 16, the latter proportion was adopted.'' 
The whole edifice of the American Currency having 
been built upon this assumption of a haphazard 
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character, it is no wonder that some parts of it be- 
came cracked and came to grief, as the United States' 
Silver Dollars did (see page 52). I shall also be 
obliged to use certain figures as regards th% capital 
of the supposed Bank, the Note circulation, the De- 
posits, and other items, for the purposes of illustration. 
It stands to reason that in actual practice these 
figures might be widely different ; but I shall take care 
that at all events they are within the bounds of proba- 
bility. 

The isstte of Fiduciary Notes must he guided by 
the value of money as the supreme test. The value 
of money is indicated by the rates of interest which 
are paid for it ; these in their turn are influenced by 
supply and demand. The old theory respecting supply 
and demand, took the demand as being the principal 
active influence, and promulgated the dogma: "the 
value of money is guided by the demand for it." The 
better theory acknowledges the truth of this in part only, 
for it can say : " The supply stimulates and increases 
the demand, it is the positive agent, able not only to 
satisfy but to create the demand ; the demand is the 
negative agent, it can call for but it cannot create 
supply.'* It is unnecessary however that I should 
enter into the depth of this controversy, so closely 
connected with all the great considerations respecting 
which, as far as mediums of exchange for the inter- 
course between mankind also are concerned, so many 
different views prevail; I may acknowledge that as 
far as short periods are concerned the demand is more 
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capricious and exacting, so that witldn the circle where 
it arises, it, for the moment, takes the lead, and rules 
the tendency for a rise in the rates of interest. 

The^fact that money thus falls and rises in value, 
that the rates of interest vary according to dispropor- 
tions between supply and demand, naturally leads to 
the conclusion that there must be also periods when 
supply and demand are "at par," in a normal state, 
and it follows that there must be a normal rate of in- 
terest which represents the equilibrium. The problem 
is : to find this normal rate of interest, for that must be 
the proper point of departure for the Fiduciary Note 
issue. Supposing for instance it had been found that in 
a certain European State the rate of interest had ruled 
low, say at 2\ per cent, without the use of Fiduciary 
Bank-notes, i.e. that the requirements of trade were car- 
ried on on a Cash basis, would that be a normal state of 
things or a normal rate of interest ? Supposing that in 
another State money had ruled high, say at 5 per cent., 
and that a certain amount of Fiduciary issue had taken 
place at the same time, which Fiduciary issue stood in 
an ascertainable proportion to the metallic currency or 
a metallic foimdation, might not some calculation be 
made between these items, showing what the " normal 
rate " of interest would have been without the extra 
issue ? Without saying that conclusions can be 
definitely drawn from these facts, it would at all 
events seem possible that they may serve as elements 
which, theoretically, can be brought into some accord 
with practice, as I may be able to show. 

I will now assume that the proposed Central or 
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Bullion Bank for America had been established with a 
capital of 50 millions dollars, that such a Bank had 
deposits and assets, and that it held in its coffers a 
stock of Bulhon of 60 millions of dollars, upon which 
it had issued 70 milKons of dollars in Notes (Bullion 
Notes), the over-issue of 10 millions being agreed upon 
as necessary to cover the expenses of the printing and 
administration. How should such a Bank act as 
regards the rate of interest ? It is evident that the 
establishment must have fuU liberty to act as it likes 
in this respect, for the demands upon it for loans of 
money against interest are matters which exclusively 
concern itself; they have no direct connection with 
the mere exchanging on the part of the pubhc of 
Notes for Gold, although the Bank, in common with 
everybody else interested, may raise or lower its rate 
of interest according to the stock of Bullion. That, 
in the event of its becoming the leading institution, 
this action on its part will become influential in all 
directions, is evident, but in altering the rates capri- 
ciously the Bank would of course be checked by out- 
side influence, which in one way or another could take 
advantage of errors which thus might be committed. 

The Bank then exercising, for its own protection 
as well as that of the issue, the power of raising and 
lowering the rate of interest, it might for example be 
assumed, that at one time there was a store of 60 
millions dollars in Bullion (and ignoring for the present 
the 10 miUions extra Notes) an equal amount of Bullion 
Notes out, interest (normal?) ruUng at 4 per cent. 
A demand for money arising, the Bank would raise its 
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rate say to 8 per cent., could it be said then : the 
value of money has doubled, and might the Bank be 
authorised thereupon to issue 60 millions of Fiduciary 
Notes, so as to restm^e the equiUbnum? Evidently 
not, for if 120 millions dollars of Notes were thus 
issued, interest ought to fall again to 4 per cent., and 
thus the original cause for the extra supply of Notes 
would disappear again, ^d the extra issue should be 
recalled. Now without seeking to work out the mathe- 
matical problem here involved, it would seem that the 
right limit must lie between the 60 and the 120 mil- 
lions, that the extra issue must not rise as high in 
proportion as the rate of interest. Assuming then 
that one-half would meet the case, it might be said : 
if interest rises from 4 to 8 per cent, or doubles, let 
the Bank, on the 60 millions Bullion, issue but 30 
milUons extra, in all 90 millions, and thus both the 
rate of interest and the increased Note issue can be 
maintained; let the requirements be met half way. 

Reminding the reader now of the remarks made 
on page 121 and 122 as to supreme theory, and the 
fallacy of assuming a figure, I seem here to have com- 
mitted that very offence by giving the figure of one- 
half. But I do so temporarily only, in order to gain 
the opportunity of now introducing another principle 
which appertains to the question, and which will 
justify the view that " the right limit must lie between 
the 60 and the 120 millions " (as above). 

A rise in the rate of interest in a country has a ttvo- 
fold effect, namely, it induces Money to stay at home, 
and it attracts Money from abroad. The merchant at 
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home finds himself checked in enterprises which he 
may have projected; he is induced to realise his 
claims on foreign countries; to sell his drafts on 
abroad instead of seeking discount for his home bills; 
he thus supplies Exchange, replaces Bullion ship- 
ments, and reheves the Discount Market. The 
foreigner, in his turn, with whom money remains 
cheaper, " sends money for investment " at the higher 
rates, or he holds back his bills and claims not yet 
due ; instead of sending them for discount, he refrains 
from drawing upon the country, waiting for a better 
exchange. Ajid thus the discount market is again 
relieved, the export of Bullion checked for a time, and 
its import encouraged. These operations, as I have 
illustrated them, take place in strict accordance with 
the motives of profit and loss. In their effects they 
concern, if the matter be probed to the bottom, all 
classes, from the merchant down to the industrial 
worker, and under the hands of the international 
banker they finally take the form of what in com- 
mercial science is known as " Arbitrations of Ex- 
changes '^ — that splendid system of equalisation of 
international accounts. Minute margins turn the 
scale in one or the other direction, and in principle, 
the system implies nothing more than a mathemati- 
cally working machine. 

The only element likely to disturb the absolute 
working of this system is a want of confidence in the 
general, social, and commercial stability between one 
country and another, which will now and then delay 
the effect. In England, for instance, the raising of 
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the rate of interest by the Bank of England is the 
deliberate remedy for keeping money at home and 
attracting it from abroad; and up to 1866 whenever 
the rate was thus raised, the effects were almost 
instantly perceptible, and so rapid was the influx of 
cash, that at certain times the Bank was able to 
reduce interest to one-half of the previous rate in a 
couple of weeks. In 1866 however, when the English 
community was deeply involved in " Company " 
speculations, when heavy failures and wide-spread 
ruin took place, the confidence of foreigners became 
weakened, and it took an unprecedentedly long time 
before the rate of discount fell again. It is evident 
also that the operation of the system fails almost 
entirely when such states as Turkey, Spain, Greece, 
Hayti and others of no particular stability are in 
question, for who would send money there for safe 
investment, whatever the temptation might be, un- 
less he could look after it himself? The United 
States also, it must be avowed, have injured their 
credit by repudiations and previous commercial insta- 
bility, and the late rebellion. That this prejudice 
(certainly unjustifiable now as regards commercial sta- 
bility, which at present is better than in any other 
country) wiU wear away rapidly is evident, for in- 
vestments by foreigners in connection with American 
securities, enterprises and commerce, are sought, and 
I may fairly assume that the United States, as far as 
political, social and commercial position is concerned, 
stand on a par with others, so that the "mathematical" 
operation of the Arbitration of Exchanges can proceed 
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with more certainty than hitherto. I may indeed go 
further, and say that the United States are becoming a 
favoured field for foreign money ; hence the rule that 
a rise in the rate of interest will " have the power of 
attracting" money from abroad may become all the more 
effective. As regards the United States then, the rule 
that the over-issue of Notes shall only be to the extent 
of one-half of the rise in the rate of interest, may be 
maintained upon the assumption that it meets the case 
half way between keeping money at home and getting 
it from abroad; but it does not follow that this propor- 
tion should be absolutely fixed. For nothing must be 
absolutely fixed as something to last for ever, or un- 
assailable by any influence, the "elastic" principle 
must be maintained. It is not necessary that in regard 
to this proportion every small influence should begin 
to tell, the movement might take place in stages, say 
of one-eighth at a time; so that three-eighths, one- 
half, five-eighths, or seven-eighths might at times be 
found expedient. But, for the purpose of illustrating 
the system on a firm and likely basis, I maintain for 
the present the proportion of one-half, as it can be 
shown that this contains within itself sufficient elasticity 
to absorb usual contingencies. 

The usual contingencies, viz.: increase or reduction 
in the stock of Bullion, may at one time produce an 
amount of say 100 million dollars in the vaults of the 
Bank. Interest may be at 3 per cent., so that it would 
have to rise to 6 per cent, for an extra issue of 50 
millions of dollars, and to 9 per cent, for 100 millions 
of dollars. Now if 100 millions of dollars are held in 

9 
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Bullion there would seem to be very little, if any, occa- 
sion for a sudden rise to 12 per cent. At another 
time the Bullion may amount to only 30 millions of 
dollars, interest at 4 per cent., when, for an extra 
issue of 30 millions dollars the rate of 12 per cent, 
must be attained before the over-issue becomes jus- 
tifiable. Now although the extra issues would thus 
seem to be accompanied by strong movements in the 
rates of interest, yet it must not be supposed that 
the latter, under usual contingencies, would actually 
take these sudden leaps. Every movement however 
that took place in the I'eduction of the stock of 
Bullion, or in the increase of the demand for money, 
would be accompanied immediately by a corresponding 
movement in the rate of interest, so that the rule, " a 
higher rate of discount prevents the outgoing and 
encourages the incoming of money," would always 
remain effective, i.e. elastic — to a high tension even, 
without being allowed to become "absolutely relaxed." 
This "excessive relaxation" in the above rule, as far 
as the Bank of England issue is concerned, has become 
habitual. The Bank of England, it is true, raises and 
lowers the rate according to the demand for money, 
having regard to the stock of Bullion as well as the 
reserve of Notes, but whilst the former differs in 
extent, the latter may exhibit nearly the same charac- 
teristics (being fixed at 15 millions) at various times, 
both items are, so to speak, f^^ctors more or less inde- 
pendent of each other, and the Directors' good judg- 
ment must supply the connection. 

It might be thought that thj method suggested by 
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me would be accompanied by more frequent changes 
in the rate of interest, and that thus merchants would 
be less able to calctdate profits, on a less firm basis. 
It does not follpw that these changes must necessarily 
be more frequent, and if they were so, they would be 
more gradual in extent, and margins of profit should 
not be calculated at differences of only one-quarter or 
one-half per cent. The English issue, in its times of 
slackness, provides long periods of calm at exception- 
ally low rates. Independently of the mischief which 
during these times is sown in speculation, can it be 
said that they afford a firm contract basis ? Nothing 
can be more mischievous than this supposition ; the 
violent jerks which take place in the English rates of 
discount fully bear out that the money market is 
most unreliable in this respect, and the system fully 
proves the idea imphed in the slackness of the tie and 
the heavy pulls and rebounds to which it is subjected. 
The Bank of England issue cannot go beyond the 15 
millions ; when that is exhausted, or threatens to become 
so, the rate of interest may be placed at as high a rate 
as can be imagined, but not a £1 can be issued. Com- 
merce, thus first led on to speculate, is suddenly threat- 
ened with strangulation, and nothing seems to release 
the grip but a deUberate breach of the law regulating 
the issue, i.e. the authorisation by the Government to 
the Bank to make an extra issue, nolens volens^ in direct 
contradiction to the very object which the Bank Act 
of 1844 has in contemplation — and for which a Parha- 
mentary indemnity must be sought thereafter. There 
are persons in England who actually go so far as now 
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to assert that these very breaches of the law are the 
** safety valve," and that they must form part and 
parcel of the system — :if system it can be called. The 
plan which I have proposed would at all events 
authorise the American Bank, in the event of such 
fearful contingencies, to supply Notes at some rates of 
interest, however high, and thus give the prospect for 
the presence of mediums of exchange for payments, 
and for the realisation of securities ; but I contend, that 
by its previous immediate effects this plan will check the 
advent of such times of extreme pressure, and keep the 
market for rates of interest more steady on the .whole. 
Extraordinary contingencies in the stock of the Bul- 
lion on hand may either be a large accumulation or a 
considerable reduction. Should the supply reach 150 
or 200 millions of dollars, indicating a comparatively 
strong position, the demand for money could be satisfied 
without extra issue, and if even the latter took place, 
to some extent, there would be little danger. Is it 
likely that the extraordinary contingency of the reduc- 
tion in the stock of Bullion, say to 10 or 15 millions 
of dollars, would take place at any time ? Supposing 
it did, what would be the danger of an over-issue as 
compared with the practice in other countries? On 
15 millions of dollars in Bullion, starting from a rate 
of interest as low as 4 per cent., an additional issue of 
15 millions would require 12 per cent., another of 30 
millions 20 per cent, discount. Even then the propor- 
tion of a total issue of 45 millions would have a Bullion 
basis of 15 millions, or one-third, whereas in the Bank 
of England issue, there have been times when the total 
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of nearly 20 millioiis of Notes had a Bullion basis of 
less than 5 milhons, or only one-fourth. 

Under the operation of the system here suggested 
it would seem unnecessary that a hmit should be set 
to the issue. In England the limit is 15 millions, 
i.e. about the amount of the capital of the Bank; in 
Prussia the issue allowed is 3 thalers for every 1 thaler 
in cash; in France there is practically no limit. 
The American plan, in order to reach an issue similar 
to the Prussian one, would necessitate a rise of interest 
to five times as high as the original rate. If under 
such very extraordinary circumstances the Bank 
should fail to attract Bullion, the Government, in order 
to check the extension of the issue at absurdly high 
rates of discount, may rescind its contract with the 
Bank within twelve months' time ; — the power to do 
this being reserved. 

A dechne of the stock of Bullion in the proposed 
American Bank to 10 or 15 millions of dollars could 
originate only from two causes : the country might 
become so poor in Metallic Money that the Bank 
could not help itself. In that case the public 
generally would suffer from the same cause, i.e. the 
Bank, other Banks, and the community at-large would 
have to row in the same boat for good or for evil. It 
is not at all likely that America will ever arrive at this 
stage of poverty, and although the mercantile com- 
munity may now and then severely attack the reserve, 
the Treasury, in its turn, by holding a certain quantity 
of Notes in lieu of its present stock of Coin (as long as 
it adheres ta the policy of keeping such balances) 



I 
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would secure the presence of a fair, if not a large 
stock of Bullion in the Bank. 

The other cause might be gross mismanagement 
on the part of the Bank. The Treasury balance would 
remain safe enough (for the capital of the Bank and 
the securities in hand are supposed to cover the portion 
of the over-issue for which it holds Notes), but the 
policy of the Bank as regards other accounts might 
become a bad and ruinous one. This contingency 
presupposes folly and stupidity on the part of the 
management, though under the system such mis- 
management would be instantly detected. 

If the Bank raises the rate of interest to too high 
a point, beyond what the market rate warrants (and 
in the determination of this market rate the Bank 
would be only a participator), the public would laugh 
at it^ and take advantage of the sales of securities to 
which the Bank would be obliged to have recourse. 
If the Bank places the rate of interest too low, the 
other participators in the financial market would also 
profit from its folly. That such a Bank should deal 
in nothing but first-class securities {i.e. Government 
paper, prime Debentures, first-class mercantile bills, 
&c. — eschewing speculative securities, such as railway 
and industrial shares and second-class bills) is a 
matter of course, and there is no reason whatever for 
supposing that American intelligence would fail in 
establishing, for such a Bank, a thoroughly prudent, and 
even a Conservative policy in respect to these matters, 
without losing sight at the same time of the identity 
of the interests of the Bank with its competitors and 
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the public generally. This identity, i. e. the active 
connection between the Note-issue and intercourse 
cannot be brought about by a mere Government office 
like the Treasury or the Mint (by way of Mint-notes); 
and after all, if the subject be probed thoroughly, the 
indications which must guide the Bank will turn out 
to be sufficiently clear and simple, so that the task 
of maintaining the active connection for the good of all 
interests will present no difficulty. 

The Government moreover, acting on behalf of the 
public, by concluding the contract for the Note-issue 
with the Bank may, as stated before, reserve to itself 
the right of determining the same within say one 
year's notice. Such a stipulation exists between the 
Prussian State and the Royal Bank, as a matter of 
theory only, for in actual practice no ground what- 
ever for cancelling the contract on account of mis- 
management has been found to exist. 

The rule then to be embodied in the contract 
between the State and the Bank, explained in the last 
chapter, as made on the " Bullion Note " basis, might 
be as follows : — 

The Bank shall have the right to maintain 
an issue of Bank-notes, not covered by Bullion, 
but covered by securities, for an amount, so 
proportioned to the stock of Bullion, as one- 
half of the increase in the rate of interest stands 
to the normal rate. 
Here the term normal rate of interest must meet 
with its explanation. Will this normal rate establish 
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itself through the system, or does it require a more en* 
less arbitrarily assumed figure; will it be movable 
or fixed ? The matter, as one concerning units, so to 
speak, requires the naming of a starting point, but it 
does not necessarily follow that such starting point is 
the normal rate. Supposing, for instance, that the 
BuUion in hand amounted to 60 millions of dollars, 
interest at 4 per cent., an extra issue of 30 millions re- 
quiring the rate to rise to 8 per cent. Now if the rate 
of interest were lowered to 6 per cent*, the extra issue 
would have to be reduced to 15 millions, but if the issue 
reduced itself, for want of absorption, it does by no 
means follow that the Bank is obliged to lower the 
rate of discount. The terms of the above rule are : 
•* the Bank shall have the right to maintain an issue," 
but it is under no obligation to do so; it may establish 
a rate of interest as high as it likes, without making 
any issue at all. 

It stands to reason however that the Bank cannot 
follow an extreme course in this respect, and continue 
an absurdly high rate without losing its connection with 
the market, or without injuring its own position, by 
failing to take advantage of the means which the rule 
places at its disposal. Nor can it reduce the rate to 
an extremely low figure without damage to itself. 
The option which it has in making use of the privilege, 
will have the efieet of establishing a normal rate, or 
normal rates of interest for certain periods. Thus, on 60 
millions of Bullion, at 4 per cent., if 30 millions of extra 
Notes were issued at 8 per cent., the extra issue may 
fall to 15 millions without requiring the Bank to lower 
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the rate, or the Bank miglit lower it to 7 or 6^ per cent. 
The over-issue may become further reduced, until at 
last it falls back to the stock in Bulhon, i.e. 60 miUions ; 
the rate of interest need not follow, for whereas before, 
when the Note issue was also at 60 mUhons. interest was 
at 4 per cent., the Bank may find it possible and 
practicable nevertheless to maintain the rate of 5 per 
cent., aud that, for the time being, must be regarded as 
the normal rate. At other times this normal rate may 
be found to be 3, 4, or 6 per cent, or any other rate. 
This self-acting process will ultimately come to results 
in exact accordance with the characteristics of 
American trade and prosperity. At present, as long 
as America requires Money from abroad for the 
development of her resources. Money (or so to say, 
Metallic Money) is dearer there than elsewhere, notably 
dearer than in England ; and the normal rate should 
consequently be higher in America, so that the 
principle of "a higher rate of interest attracts Money'* 
is kept in tension. 

The average rates of discount in both countries 
(without taking into account the confusionary effects 
of the respective Paper issues) show how much lower 
is the value of Money in England than in America, but 
another fair standard of comparison is the respective 
State debt of each country. The interest on the Eng- 
lish debt is 3 per cent. ; on the New American Stock it 
is 5 per cent. ; and it is quite fair, having reference to 
the prices of these securities, to look upon them as the 
resort to which Money will retire when it can no longer 
be employed in active commerce. Hence, if 3 per cent.. 
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or thereabouts, may be regarded as a normal rate for 
interest in England, the American equivalent would 
be 5 per cent. ; but it does not follow that 5 per cent. 
must be fixed upon ; indeed, practice might indicate 3^, 
4, 5, or 6 per cent, (as a matter of speculation, the 
writer thinks, that the rate for America lies between 4 
and 5 per cent.) 

The self-acting process can be trusted to as far as 
the determination of the actually practical rates are 
concerned ; there need be no limit to the extension of 
the upward tendency, and no check ought to be 
required for the downward tendency, for it is al- 
together foolish to suppose that the Bank would 
contrive to bring the normal rate as low as say 2^, 2, 
or 1^ per cent., in order to have a wider range for 
subsequent over issue. The participation in the profit 
of such an issue (spoken of later on) would check such 
a proceeding, and so would the outside public, by 
taking advantage of it. Nevertheless, the principle 
of the normal rates, as deduced from the interest of 
the National Debts, may be introduced so as to afford 
some kind of basis. That rate for the United States 
would be 5 per cent., but I propose that it should be 
lowered to 3 per cent., for this reason : the United 
States have recently emerged from serious struggles, 
the effects of which it will take some years to overcome, 
and they require a larger margin now. So, if 3 per 
cent, were fixed upon as the loioest normal rate^ the 
Bank might be authorised to commence the over-issue 
as soon as the current rate of interest rises above that 
rate. The Bank may however find that at times it 
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can maintain a higher rate, but it may nevertheless, at 
any time, fall back upon the 3 per cent, if it suits its 
purpose to do so. This combination of the apparently 
absolute rule as to the reduction of the issue, in accord- 
ance with the actual normal rates formed from time to 
time, with a reserved lowest limit, affords another 
element of elasticity, of which advantage can be taken 
to avoid too sudden changes. The assumption of this 
lowest rate of 3 per cent, is the only one I would 
make, and it may stand good for many years. Here- 
after, should the United States become the richest 
nation of the world, and so full of Money as to be able 
to lend it to others, at 2 or 2^ per cent, interest, the 
limit may be lowered, but when that time arrives there 
will be no State debt at 5 per cent., no necessity 
whatever for a Fiduciary Note issue, and the American 
Notes will then be Bulhon Notes par excellence. 

The weekly accounts to be published by such a 

Bank might either show the issue of Notes separately, 

as is done in the Bank of England returns, or mergo 

that issue into the general account. The following is 

one of the Bank of England weekly statements : — 

BANK OF ENGLAND. 

An Account, pursuant to the Act 7th and 8th Victoria, cap. 32, for 

the week ending on Wednesday, 30th August 1871. 

ISSUE DEPARTMENT. 



Notes issued ... £39,394,740 



£39,394,740 



Government Debt £11,015,100 
Other Securities ... 3,984,900 
Gold Coin & Bullion 24,394,740 
Silver Bullion ... — 



£39,394,740 



I4Q 



THE FIDUCIARY BANK-NOTE ISSUE. 



BANKING DEPARTMENT. 



Proprietors' Capital £14,553,000 

Rest* 3,357,580 

Public Deposits (in- 
cluding Exchequer, 
Savings Banks, 
Commissioners of 
National Debt, and 
Dividend Accounts) 5,101,605 

Other Deposits ... 22,047,809 

Seven Day and other 

Bills 538,142 



Government Securi- 
ties £13,968,368 

Other Securities ... 16,428,600 

Notes 14,546,385 

Gold and Silver Coin 649,723 



£45,593,136 £45,593,136 

Dated the Slst August 1871. Frank May, Deputy Cashier. 

Practically this form of account amounts to little 
more than the continual reiteration of the fact that, 
in the Issue Department Assets, Government debt 
and other securities amount to 15 millions, whilst, 
against, the total of " Notes issued," there are the 
" Notes " as supposed Assets (or Reserve of Notes) in 
the Banking Department. Much stress As laid in 
England upon the logical form adopted, but on the 
other hand there are many people who object to the 
system. It is useful principally in order to enable the 
Bank to separate the expenditure of the issue from 
other charges, but the expenses of the Issue Depart- 
ment can be ascertained without this method of 
rendering the accounts. The proposed American Bank 
might, like the Banks of France, Prussia, and those of 
other countries, adopt the single statement, of which, 
in round numbers, an imaginary one might be : — 

* The " Rest " here means the undivided profits, including the 
sum to be held as Reserve Fund. 



» «• 
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LUBILITIES. 

Capital ... Dols. 60,000,000 

Beserye and accu- 
mulated fund ... 10,000,000 

Notes 170,000,000 

United States Trea- 
sury Balance ... 

Deposits and Cur- 
rent Accounts ... 

Bank Bills, &o. ... 



36,000,000 

63,000,000 
2,000,000 



Dols. 320,000,000 



ASSETS. 

Coin & Bullion Dols. 120,000,000 
Government Secu- 



rities 
Other Securities 
Bills Discounted 
Subsidiary Coin 
Bank premises 



90,000,000 

40,000,000 

66,000,000 

500,000 

4,500,000 



Dols. 320,000,000 



The account thus shown, if 10 million dollars are 
deducted from the Note issue, to meet expenses of 
the same, leaving 160 million of Notes against 120 
millions of metal, would indicate, that if the normal 
rate taken had been 3 per cent., interest would now 
stand at 5 per cent. The item, " subsidiary Coin," 
I think is of importance, so as to serve as an indica- 
tion of the conditions of the supply of this description 
of Coin, It may not be possible to make up this item 
day by day, and a certain quantity suJBBcient for daily 
transactions may be kept in account with the general 
store of Coin and Bullion ; but any surplus of it, not 
wanted for a time, should thus be placed aside to 
afford a useful indication as to the subsidiary Coinage 
to be undertaken by the Mint. 

In the above proposed statement the absence of 
a " Reserve" or Reserve of " Notes," as in the Bank 
of England accounts, will be noticed. The present 
course of keeping and showing such a reserve of these 
immediately available assets originates in the continual 
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apprehension of some unexpected danger, and all Banks 
keep such a reserve. But just as much as there are 
times of gradually increasing pressure making demands 
on the reserve, so there are prosperous ones having 
the contrary effects, i.e. making additions to it, so that 
on the whole average there would seem to be no special 
necessity for the continual existence of large reserves 
of Cash or Notes. If any idle Cash or Note reserve 
were really wanted, it stands to reason that it should 
become larger when times are threatening, and that it 
might be lessened when matters are smooth and safe. 
In the Bank of England issue the contrary takes place, 
the Note reserve becomes absurdly large when times 
are prosperous, and exceedingly small when they are 
precarious. This anomaly would be avoided altogether 
by the system recommended for the American Bank, 
which is to have no idle Note reserve at all, but which 
gives the power of instantly creating an extra Note 
issue upon certain defined terms. The public would 
thus be furnished with Notes whenever wanted, and 
if these Notes were subsequently or at once presented 
for payment in Coin, a reduction in the stock of 
Bullion would take place. This is precisely the case 
with the Bank of England, an increased issue of Notes 
is generally accompanied, and frequently preceded by 
a diminution in the BuUion stores, showing that metal 
is the only true reserve. The proposed American Bank 
would hold this Coin and Bullion reserve, in the same 
way as the English Bank ; by its system a more direct 
control over this reserve could be exercised, leading 
to greater regularity by the immediate influence of legi- 
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timate provisions for its maintenance ; whereas in Eng- 
land the supposed interposition of theNote reserve is in 
reality a sham, productive of certain violent spasmodic 
movements in both the Note and the Bullion reserve. 

The expenses of an establishment of this kind for 
management, clerkships and other items might not 
exceed 2,000,000 dollars. The issue of Notes, for 
which 10,000,000 dollars have been set aside, which 
at 5 per cent, would be equal to 500,000 dollars per 
annum, should not actually reach that sum. (The 
statement at foot shows the expenses of the Prussian 
Bank and that of the issue of the Bank of England.)* 



* The Prussian Bank expenses for 18G0, arc given : — 
Cost of Administration 

At Head Office ... This. 212,969 
At Brandies ... 561,608 

This. 774,577 or abt. Dols. 557,000 
For the Manufacture of Notes ... This. 72,577 or abt. Dols. 52,300 
The general expenditure of the Bank of England administration 
is not published, but the Issue Department for 1857 had the follow- 
ing expenses : — 



Wages 




... £89,731 


Pensions 




... 8,063 


Rent 




... 25,600 


Repairs 




... 8,568 


Directors' allowance 




... 2,926 


Rates and Taxes 




... 2,300 


Stationery ... 




... 1,811 


General Charges 




... 6,790 


Bank-note Paper ... 




... 11,623 


Interest on cost of machinery- 


... 1,500 


Composition paid to Bankers 


... 20,493 



£179,405 or Dols. 868,300 
The English Bank-note issue is very expensive and wasteful, the 
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The American Bank would not pay interest on the 
balances of current accounts, it might however do so 
on fixed deposits made by the public, although at low 
rates. In the 53 milUons before given (page 141) — 
might be included 13 millions of deposits — on which 
(interest at 5 per cent.) an average of 3 per cent, or 
390,000 dollars might be paid. The Treasury balance, 
here given at 35,000,000 dollars (besides which however 
the Treasury may also hold Notes of the Bank), might, 
according to the taxes collected, and payments made 
by the State, vary in extent; but the State might 
have an average balance suflBcient to induce the Bank 
to undertake the management of public accounts, 
and the payment of dividends and coupons of the 
National Debt. The Bank of England does so, 
greatly to the relief of the oflBce of the Chancellor of 
the Exchequer, reserving about £200,000 per annum 
for these services, besides holding the balances from 
the Treasury. The American Treasury may either 



notes are always destroyed, their mannfacture and registration 
require an enormous staff, and tlie smallest note is that of £5. 
In Prussia, where notes are as small as Thlr. 1, they are continually 
re-issued, as in the United States, and not registered until de- 
stroyed or replaced by others. The English system has much in 
its fayour, pro bono puhlicOy but it is too expensive. The American 
Bank might make a fair compromise between the two systems, and 
for that purpose the allowance made, viz. the interest on 10,000,000 
Dollars would seem amply sufficient. It is to be hoped that this 
Bank will not issue notes under 5 Dollars in value, indeed 10 
Dollars ought to bo the limit in future. For the present the one 
Dollar note may be required ; but if the country obtains a fair sup- 
ply of Silver Dollars under the Double Valuation, the necessity for 
small notes will become modified, and may ultimately disappear. 
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follow the same plan, i.e. keep smaller balances of 
public money and pay the Bank for their services, 
and this institution, with all its ramifications, would 
be able^ to introduce a much more effective and 
cheaper system of " clearing " than the Treasury ; or 
the Grovemment might keep large balances, sufficient 
to cover the Bank for performing these services. 
Under present circumstances, so long as the Treasury 
is in the habit of keeping large balances for itself, this 
policy may be followed. Against a supposed interest 
of say 3 per cent, (the Bank investing in reahsable 
securities, say at 5, Treasury balance), 25,000,000 
dollars would suffice to yield 750,000 dollars per 
annum, and at this cost the management of the public 
accounts and payments on the National Debt which, 
by the coupons attached to the bonds, is less trouble- 
some than the Enghsh registration of the Debt, might 
well be undertaken by the establishment. 

The items of expenditure, including interest granted 
on deposits, if thought advisable, here given are, as a 
matter of course, subject to great changes, they would 
thus amount to a total of say 3,650,000 dollars. 

The productive accounts of the statement would be — 

Dolls. 

Profit on sales of Coin and BulHon, say 50,000 

On Government Securities, 90,000,000 

dollars at 5 per cent. . . . 4,500,000 

On other Securities, 50,000,000 dollars 

at 5 per cent 2,500,000 

BUls discounted at 5 per cent. . . 3,250,000 

Total income . . . Dolls. 10,300,000 

10 



146 THE FrDUCIAET BANK-NOTE ISSUE. 

The rate of 5 per cent, for all these accounts is 
here taken as prevailing. The Bank may hold old 
Bonds at 6 per cent. Among the other securities 
there may be first class Railway Debentures, or first 
class Bonds of individual States, or other first class 
securities advanced upon on short terms. (The 
deahng in less reahsable securities must, as a matter 
of course, be quite avoided, and left to the " market.") 
In the way that I have given the account it will be 
seen also that the capital. Reserve Fund and Treasury 
balances, of a total of 95 millions, stand against 130 
miUions of Grovemment and other securities, leaving a 
balance of 35,000,000 dollars. The difierence between 
the total amount of Deposit and Current Balances 
and Bank Bills, of 55,000,000 dollars, and that of 
Bills discounted of 65,000,000 dollars, shows that but 
10 millions of the independent resources are practically 
involved as advances to the trading community. 

The Bank might consequently pay all its liabihties by 
treasury and private deposits, and Bank-bills of 90 mil- 
lion dollars, and would then be left with 170 million 
dollars of Notes against a balance of 230,000,000 (see 
p. 141), consisting of BulUon and first class securities, 
and if, under such extreme circumstances, it retained but 
one-half of the BulHon, namely 60 millions, the deficiency 
of the fiduciary Notes of 110 milHons would be covered 
by 170 millions of securities, or 60 millions of surplus. 
In actual practice however the Note itself would take 
precedence, i.e. in the event of such a total loss of 
confidence, the Note would first be encashed, and the 
creditors in account would have to wait. Supposing 
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the case of less favourable times, it is clear that the 
smaller the Bullion and the issue are, the greater is the 
proportion of the Securities remaining on hand. 

I must repeat again, that the account, as I have 
rendered it, is subject to great alterations; much 
depends upon the policy of the Bank, and the support 
which it receives. The stock of Bullion and the rates 
of interest may also vary much, but, on the whole, the 
calculation given may be regarded as within reasonable 
bounds, which may be reahsed at some time.* The 
profits on such an institution in the United States, 
considering the development taking place, and the 
larger margins in consequence thereof, might be more 
considerable than I have foreshadowed. 

From these profits however another item must yet 
be deducted, — the contribution fi'om the Bank to the 
State for the privilege of the over-issue. How shall 
this be levied ? and to what purposes shall the State 
apply it ? 

Referring here to remarks made on pages 107 to 
117, I propose that the contribution to the State should 
not be levied by a fixed sum per annum, but by a 
pro rata participation by way of an account current 
between the Grovemment and the Bank. The per- 
mission to issue Fiduciary Notes resembles the loan of 



* It is not my object to fnrnisli a mere promoter's prospectus, 
but I have given the items after careful consideration of the progress 
of other Banks of this kind, — the English, French, and Prussian 
establishments, — and adapting these to my knowledge of matters 
in America. 
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a capital, and it is accordingly expedient and proper 
that tlie issuing Bank should be charged for the 
privilege of its use. 

The State may accordingly say to the Bank, ** We 
have authorised you to issue extra Notes, which you 
can use as Money, and gain interest ; we require you 
to pay us interest for it, but instead of compelling you 
to pay us that interest on the whole amount authorised 
for issue, you shall pay us the same only upon the 
amounts actually brought into circulation/' This pro- 
ceeding, in the first instance, would be in accordance 
with the usual practice of Banks in regard to interest 
bearing deposits, but it would become modified, i.e. 
suited to the actual state of the case, by the provision 
that the interest is to be paid only on the amounts 
employed. Thus if the Bank employs the over-issue 
at 5 per cent, the State might be credited with 3 per 
cent., if a margin of 2 per cent, be deemed proper ; so 
that with 8 per cent, the State would receive 6 per 
cent ; or it may be agreed upon that the State should 
receive two-thirds, the Bank one-third of the produce 
of the interest. An account current between the 
State and the Bank might be kept, in which, by the 
day or by the week, the State were credited with its 
share of interest. 

When no over-issue takes place, whereby a very 
healthy state of things would be indicated, the State 
would get nothing; at another time, when say 10 
millions were issued, interest at 4^ per cent., the State 
(for its two-third share) would gain at the rate of 
300,000 dollars per annum, and when an issue of 40 
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millions or 80 millions were made at 6 per cent, 
interest, the State's share in the same would amount 
to the rate of 1,600,000 dollars or 3,200,000 dollars per 
annum. This method of charging the issue pro rata 
is the most logical one, as far as the issue itself is 
* concerned. It will exercise that natural control over 
its extension and contraction which is so beneficial in 
all systems where a premium is made dependent upon 
the actual results of their working. It is obvious also 
that if the amount of the profit be considered, each 
party — the State as well as the Bank — receives its 
respective share of the same in due and just proportion. 
This cannot be the case when, as between the British 
Government and the Bank of England, a fixed sum per 
annum is paid, for either the one or the other receives 
too little ; and even if this fixed amount is determined 
by the average deduced from a number of preceding 
years, the ever-changing features of commerce may, 
and do, completely alter the requirements during 
subsequent periods. 

The only complaint which a Finance Minister may 
make is, that he might say : " A fixed sum per annum 
enables me to make up my budget with certainty, 
whereas by this method I cannot calculate upon any 
certain income fi'om this source ! " Should this con- 
sideration, i.e. the mere convenience of the Finance 
Minister, outweigh the principles of fair dealing and 
proper adjustment ? If this matter be looked at in the 
right spirit, this very objection would show that the 
share of profit which the State ought to derive from 
the Bank is an item not at all suitable for the purposes 
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of making up a budget. But if sucli an item is used, 
first, in order to fulfil certain duties in regard to 
commerce, to which, because it emanates from com- 
merce alone, it ought to be applied, it may ultimately 
become a legitimate and more regular source of 
revenue to the State. The share of profit then, -which 
would come to the Government by the method re- 
commended, instead of being at once absorbed, should 
be made to accumulate, so as to form a separate reserve 
fund belonging to the Government,* serving the public 
as an additional guarantee for the over^issue^ and 
capable of being utilised for other important purposes. 
The idea has sometimes been mooted that the 
profit which the State makes by a Bank-note issue 
should be apphed by way of a Sinking Fund, i.e. that 
the Notes should be redeemed and annulled to the 
amount of the profit every year. But the object which 
we have in view is not that of merely annulling or 
negativing a Note issue, but rather that of showing 
how an over-issue can be rendered useful in the positive 
sense ; the operation of a Sinking fund would destroy 
. that pm'pose, and if the State merely contemplated to 
cancel such an issue, it might as well wait until, 
through an aggregate of yearly profits, a lump sum 
had been collected. 

* The Bank of France, paying only a small sum to the State for 
stamps, creates its own Reserve Fund, and the confidence of the 
public in its Notes is much enhanced thereby. It is obvious, how- 
ever, that this is unfair ; it gives the Bank of France too great a 
privilege, for the Reserve Fund remains the property of the stock- 
holders, and in the end the whole profit accrues for their benefit 
filone. 
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The profit of the State from the Note issue might 
serve firstly, to defray certain possible shortcomings in 
the accounts of the Mint and the Refinery, Properly 
organised these institutions should pay their own ex- 
penses, but in the case of the United States this result 
may not be at once obtainable. The public, however, 
can plead that the profit on the Paper issue should first 
be applied in order to facilitate the operations of these 
establishments for the benefit of mutual intercourse. 
The fimd should then be allowed to accumulate until 
it reaches a proportion deemed sufficient for the pur- 
pose of further guaranteeing the over-issue of the Notes' 
allowed by the State. Taking an average between a 
maximum of 80 million dollars, and the lowest issues, 
giving a return of say one million dollars per annum 
to the State, a sum of 10, 20 or 30 millions might 
accumulate, or if the annual receipts were invested 
and reinvested at 5 per cent., they would in ten 
years amount to 12 milUons, in fifteen years to nearly 
20, in twenty years to about 33 millions of dollars. 
The purposes to which this " Bank-note Fund " is to 
serve are several. In the first place it would give 
additional security to the fiduciary Note by the express 
declaration of the State that, in case of need, it will 
be so apphed, " But," it may be said, " why is this 
necessary? for, in the first place, the Bank holds securi- 
ties for the issue, and its capital is responsible ; is not 
that sufficient ? ' ' On principle, the securities themselves 
ought to be sufficient, hence the guarantee of the capi- 
tal itself seems already a doubling of security; there 
can consequently be no objection to trebling the same. 
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It must be borne in mind that in cases of great 
emergency the securities held by a Bank may be- 
come temporarily valueless, and even the capital may 
become involved; the history of crises in various 
countries proves this, and it is found necessary 
to ask for " confidence." This cry, confidence, need 
not be resorted to, if it is known, that the State 
itself has made independent provision for the Note, 
and it is of the greatest importance that every 
effort to prevent the agonising cry for confidence 
from being heard should be made. The provision 
which the State thus holds in reserve may not be 
convertible into money immediately, so as to supply 
the demand ; it is sufficient, if for the time, it upholds 
confidence, for the want of the latter is that which 
abstracts money from the market. " But," it may 
further be said, " why need the State collect this 
fiind ? if it becomes an imperial duty that it should 
thus protect the pubhc in the Note issue, it may, in 
case of emergency, raise a loan." The bringing out 
of a loan for such a purpose would create a dis- 
turbance of other interests ; whereas, by this self- 
acting process, a provision can be made with certainty, 
in a manner " neutral " to all interests. 

Now if this Bank-note Fund were allowed to accu- 
mulate to say 30 million dollars, it might stop there, 
and the Government would derive from it a regular 
interest of say one million dollars per annum, besides 
the fu/rther contributions from the over-issue of Notes 
by the Bank, which need then no longer accumulate. 
From a pecuniary point of view the State would incur 
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no loss whatever so far, but it would hereafter gain a 
more regular and larger income for the relief of taxa- 
tion. It is moreover unnecessary that the Bank-note 
Fund should always remain at the same figure. A 
very productive year may be added to it, swelling say 
the amount of 35 millions to 37 millions ; at another 
time, when trade or harvests have been bad, and it 
would seem expedient to lower the weight of taxation, 
several, say five milhons, might be taken away from the 
fund for the Budget, succeeding years refilling the gap. 
Is there anything extraordinary or unstatesmanlike 
in the proposal of this Bank-note Fund ? One of the 
best administrative Governments in the world — the 
Prussian — has carried out a policy somewhat akin to it. 
The Prussian State has allowed its share of profits to 
accumulate to a capital of about two millions thalers, 
and the Reserve Fund of the Bank, of 6,000,000 thalers, 
is thus also partly its property. It now derives a 
considerable annual profit from the Bank. The 
Prussian Government has also established for itself a 
separate State Fund, serving in cases of emergency, 
and it holds this fund in available Cash, in spite of its 
State debt. The participation of the State in the Note- 
issue thus estabKshed has given the pubUc great con- 
fidence in its stability, and the State Fund has given 
Prussia enormous advantages in her recent political 
movements. The would-be political economist may 
fancy that when a State like Prussia has a debt of 
several hundred millions, and at the same time keeps 
ready Cash, it violates true economical principles. 
But just as much as the merchant, with large liabilities, 



164 THE FIDUCIARY BANK-NOTE ISSUE. 

does well to keep a ready balance at Hs bankers, 
so thus a State does well in keeping an available 
reserve for any momentary emergencies. 

Now I do not propose that the United States of 
America should copy the precise course followed by 
Prussia, for I object to the partnership of the State in 
a Bank. For the United States it is also unnecessary 
that the Reserve or Bank-note Fund should be held in 
Cash (as long as it is invested suitably), nevertheless 
the course of action of the Prussian Government may 
be respected, and in its apphcation the United States 
might make improvements. 

These improvements might consist, firstly, in 
making the fund as large as possible, so as to allow 
more scope for security as well as movements ; and 
secondly, in the mode of its investment. Prussia leaves 
a portion of it with the Bank as capital, and derives a 
large income from it in return, hence the amount is 
" involved " in the affairs of the Bank. The other 
portion is held in the Treasury absolutely idle. I 
propose that the American Government should leave 
only a balance, say of a million or two at the Bank, as 
an interest bearing deposit at short notice, and that the 
greater portion should be lent out in support of useful 
quasi pubhc enterprises, such as railways, waterworks, 
and other undertakings of States, countries, or town- 
ships, which have a regular Cash revenue. Covern- 
ment might thus encourage works designed for the 
benefit of commerce and mutual intercourse. The 
debentures on such undertakings might be made prior 
claims in return for favourable terms, so that they 
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could be rapidly repaid (if required) by the borrowers, 
or easily converted into Cash in the market. It is 
quite true that this proceeding on the part of the State 
would require management by a special Governmental 
department, so that the charge of interference in 
enterprises of this kind, and the attendant risks, 
might be made against the State. In other coun- 
tries however similar courses of action, are not con- 
sidered as beyond the province of Imperial duty. 
In Prussia, France, and other countries, the State 
actually builds railways, or contributes capital; in 
Great Britain itself the Government lends out Money 
at interest to Irish farmers, and otherwise engages its 
responsibility in matters connected with certain enter- 
prises at home and in the colonies. Instead of 
interferfering with private enterprise, it may indeed be 
said that the State would thus encourage it, and supply 
a want specially felt in regard to many useful public 
works. If the fund is judiciously divided into many 
directions, the risk of loss becomes reduced, and after 
all, considering the very general purpose of the fond, 
it may bear a partial loss now and then. 



These are the main points upon which I recom- 
mend the construction of a Fiduciary issue of Bank- 
notes in the United States. The figures which I have 
given are of course used only for the purpose of 
illustration, and it must further be borne in mind 
that the whole proposal which I have made so far 
is not intended to be at once applied to the present 
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necessities of America and her overwhelming paper 
issue. I have preferred to assume that the United 
States were in the ordinary position of a fairly pros- 
perous nation, not loaded with a depreciated Paper 
Currency, and that the question before me was simply 
that of reorganising a common moderate Paper issue 
in accordance with good principles. The proposal 
may thus serve as a standard for Note issues generally 
(subject of course to all theoretical and practical 
objections to which a writer, however foolishly he 
may be enamoured of his own proposals, should 
always pay respect), and the practical applicati9n of 
the system as a possible corrective of the present 
great Paper issue in the United States may be 
made therefrom. The conversion of the present issue 
of national Paper Currency into good Bank-notes 
may require the consideration of the interests of the 
various national Banks, and also that of the present 
contribution which the Treasury obtains from them; 
all these matters however must be made to bow 
before the great object in view, and the Government 
must deal energetically with them. 



A review of the remarks here made will show that 
the whole system of issue, excepting one item, is made 
to rest on self-acting elements. The rate of interest, 
as the supreme indicator of the value of money, i.e. 
the relative proportion between supply and demand, 
certainly starts from the lowest limit of 3 per cent, but 
the "normal" rate will otherwise "find itself." The 
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next is the amount of Bullion in stock, which element 
pre-eminently is the one ruling the situation, rising 
and falling as a self-registering barometer. The 
other exceptional item is the assumption that the 
increase in the fiduciary issue should not exceed the 
one-half of the rise in the rate of interest. On pages 
126 to 139 I have endeavoured to justify this division, 
and it may so suit ordinary requirements- 

But, and this distinction must be bomo in mind, 
the requirements in the United States are not of an 
ordinary character, they ai'e extraordinary, for the 
sooner that specie payments are resumed the better, 
Now if the proposed fiduciary note-issue, tied down 
so as to remain in a proportion to the BuUion sup- 
ply, which makes it almost identical with Bullion — 
could be stretched so that there would be no danger of 
any depreciation — that Bullion would still remain the 
principal support — a further issue might take place. 
For this purpose the rule of limiting this issue to only 
one-half of the rate of interest might be enlarged to 
fths, fths, or to the whole extent of the rise. The 
Bank might be specially authorised to hold, hke the 
National Banks do now, an amount of Government 
securities to cover such further issue, and these extra 
amounts might be made large enough to make up the 
proportion of fths, fths, or 1 rise in the rate of 
interest calculated on the amount of Bullion. But a 
downward ratio should be agreed upon at the same 
time, say by -^th or iigth per annum, so that the original 
proportion of one-half, or near thereto might be re- 
covered within a few years time. 
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Under a system thus laid down, fortified further by 
the deliberate setting aside of a Bank-note fund as 
described before, the depreciation of the new Bank- 
note issue need not be feared, and if, as there is every 
reason to expect — provided both Gold and Silver are 
retained in the country by the judicious arrangements 
spoken of in previous chapters — the new Bank, with 
the assistance of the Gold in the Treasury and the 
utilisation of Silver, can maintain a stock of from 
100 to 160 millons of dollars in Bullion, a total 
full-valued currency of from 200 to 300 millions can 
take the place of an equivalent portion of the 
present Paper-issue. The reduction of the latter in 
amount would tend to bring about its par value, and 
its final absorption might follow hereafter. 

The future full-valued currency of the United 
States may then be somewhat less in amount than 
the present depreciated currency. To this process 
of gradual reduction in the present currency, the 
people of the United States must submit in any 
case, as a matter of absolute necessity, and it will 
ultimately confer great advantages on them. The 
power of the country to retain a large supply of solid 
Metallic Currency or Bullion — the only true Medium of 
Exchange — cannot be doubted, and if commerce and 
industry, manners and social habits can be induced to 
fit themselves to this only true basis, the accumulation 
of strength in this respect is as much a matter of 
certainty as the future prospects of the American 
giant Republic are undoubted. 

The saying that " he who has the most money " is 
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best off, in spite of its vulgarity and the financial 
alchemy of generahsing ideahsts, or the more sober 
endeavours of economists to find substitutes for it by 
mere clearing systems of account, remains true in the 
case of nations as well as in that of individuals. The 
question simply is : what is the right sort of Money ? 
Evidently only that which suits all nations, namely, 
Metallic Money — international Money. The nation 
which succeeds in making the best provisions for the 
possession of it, and which plants her industrial and 
commercial intercourse, her demands upon others and 
her general social economy, upon this ground, cannot 
fail ultimately to obtain the upper hand ; and the solid 
means of exchange will secure to her wealth in national 
and international investments, which in the end will 
give her the absolute right to command the comforts 
or luxuries, material and intellectual, produced by its 
rivals. England, in her legitimate rivalry with other 
nations, has hitherto best understood how to secure 
this position. Whatever may be said of American 
habits and customs, the extravagance prevailing among 
certain classes, it does not follow that all these un- 
favourable features are inheritant in the character of 
the people ; they may have been fostered by miscon- 
ceptions and false policy in reference to the very 
means of Exchange through which all this intercourse 
is brought about. And whilst nobody can assert that 
such a state of things can be favourably reversed 
within a short time without great disturbances, it is 
nevertheless certain that a clear appreciation of all the 
points at issue on the subject of mediums of Exchange 



160 THE FIDUCIARY BANK-NOTE ISSUE. 

generally, may lead to the inauguration of a policy which 
gradually, almost imperceptibly, and without violent 
disturbance, turns matters into the right channel, and 
thus the pubhc, without being aware of it, may find 
out some day that a great improvement in the 
progress of its social affairs is making itself somehow 
manifest. 

May the Government of the United States apply 
the "refining" logic to this subject, it is the most im- 
portant of all, for "Money" is a noble God-given thing ; 
" purity and truth " in regard to it, in more than one 
sense, are much closer connected with material and 
moral purity and truth, than most people are able of 
perceiving. 

The people of the United States should induce 
their Government to use a gentle but firm hand in 
setting aside the present unfair and bad description of 
Paper Money, so that the State may be able soon to 
fulfil the first of all imperial duties, that of estabhshing 
a true and impartial monetary system. This monetary 
system cannot be true and just to present and future 
generations, if the Fiduciary Bank-note issue becomes 
permanent. Such issues are only justified in cases of 
emergency, or as a temporary means of rehef, and 
provisions must be made by which they find again the 
natural level, viz. : that of the MetaUic Currency. 
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(See page 2.) 

HE Author has famished the following books and essays more 
. or less connected with the subjects nnder consideration : — 
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Paternoster-row, London, 1858. 

" On the Establishment of an Anglo- Calif omian Bank and a Refinery 
of the Precious Metals in San Francisco." 8vo. 93 pp. (Private 
Issue). London, 1861. 

" Bullion and Foreign Exchanges Theoretically and Practically 
Considered." 8vo. 700 pp. Effingham Wilson, Royal Exchange, 
London, 1868. 

" The Question of Seignorage and Charge for Coining.'* 8vo. 59 
pp. Efl&ngham Wilson, Royal Exchange, London, 1868. 

** The Depreciation of Labour and Property which would follow 
the Demonetisation of Silver." 8vo. 109 pp. EflGlngham Wilson, 
London, 1869. 

" Letters to the Times,** See the " Gold Coinage Controversy," 
republished by the Bank of England. 1869. 

** Universal Coinage and Variations in Foreign Exchanges." Read 
before the Statistical Society. See Journal of the Society for 
March 1870. 

"Enquete sur la Question Monetaire." Seance du 31 Mars 1870. 
Evidence before the Imperial Commission, published by the 
French Government. 
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pp. Biidekcr, Elberfeld (Prussia), 1871. 
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II. — Large and Small Gold Coiirs. 
{Seejpage 10.) 

The limiting of tlie size of Gold Coins is a matter requiring some 
consideration. The American 20 dollar piece, although .a splendid 
Coin, is too heavy for constant nse, it would be better and cheaper 
to use 20 dollar Notes instead. The 1 dollar Gold piece, on the 
other hand, is too small, i.e. it can be picked up fast enough, but it 
is liable to excessive abrasion. The French have found out the 
same thing with their Gold 5 fi^ncs pieces, some of which have 
worn quite flat, having lost between 1 — 3 per cent, in weight. The 
small pieces, in fact, wear out at least 10 times as quickly as the 
large ones. In America this has not been much felt, because the 
1 dollar Gold piece is scarcely yet old enough, and the present Paper 
issue has limited its use. Where Gold Coins are used in large 
quantitieS;i these differences in the abrasion of a variety of pieces 
become serious, not only as far as the valuation and loss of 
weight, but also the handling of the Coin, are concerned. In Eng- 
land for instance, Gold Coins smaller than the half, and larger than 
the whole Sovereign, would not be advisable. English Bankers 
count Gold by the help of scales and weights, the latter representing 
5, 10, 20, 50, 100, and 200 Sovereigns, and the Cashiers, in having 
to pay away say 100 Sovereigns, put the weight in one pan, and 
dipping a copper scoop into the till, they throw the Coins into the 
other, when, by pressing upon a lever, they can at once see 
whether to add or take away to obtain the exact number of 
Coins. The practice of English Cashiers enables them thus to 
count Gold with certainty in a few seconds, whilst the process of 
counting by hand might take a minute or two. This excellent 
and expeditious mode of counting money is one of the characteristics 
of the English Banking system, and Bankers would justly rebel if 
Coins were introduced which would render it difficult to continue 
the counting by weight. Such would be the case for instance, if 
besides the Sovereign and Half-sovereign, there were 2 and 4» 
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Sovereign pieces, but especially if there were Quarter-sovereign or 
5 Shilling Gold pieces, liable to much abrasion. Even now, when 
quantities of Half-sovereigns, somewhat abrased, are to be counted, 
the clerk requires great practice, and more time to make the scales 
tell rightly, and many English Bankers are of opinion that the 
Half-sovereign is already too small a coin, and too much liable 
to abrasion, and that £1 pieces only should be coined. Now, if in a 
lot of Gold Coins there were all sorts of pieces more or less abrased, 
say Quarter-sovereigns, Half-sovereigns, Sovereigns, 2 Sovereigns, 
4 Sovereigns, like the American variety, they would require 
assorting and counting, and English Bankers would be obliged 
to increase their staff of cashiers in order to do the work. The 
Quarter-sovereigns would be the greatest difficulty. Although 
American Bankers are not accustomed to handle Gold like the 
English, and are troubled more with greasy small and large notes, 
yet the time may arrive when they may also deal in good Gold 
Coin, and the expeditious English mode of counting by scale 
will be found a highly important economical "principle" in the 
Banking business. In my opinion the quarter, the half and the 
whole Eagle are already an excess of variety ; I should be in favour 
of coining only the 5 Dollar and the 10 Dollar piece, but the 
1 Dollar Gold piece ought to be abolished at once. 



III. — The Difficulties of International Coinage. 

(^Seepage 11.) 

Every liberal economist must be of the opinion that the estab- 
lishment of a system of universal coinage would be a great step 
in civilisation, and that the object in view should be promoted 
in the most energetic manner. The writer himself has, on many 
occasions, avowed himself as a champion of the cause, but at 
the same time he cannot overlook the immense difficulties in the 
way. The ordinary inquirer makes light of these, and seems to 
think that inasmuch as the half -eagle is "about" equal to the 
EngUsh pound, and the latter " only a little " more valuable than 
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25 francs, it is easy, " someliow,'* to bring about nnification. Those 
however who are better acquainted with the subject know that 
these small fractional differences are the great difficulties, for, in the 
aggregate, they become very large, and that the recoinages, and 
above all, the changes in the valuation, are very serious matters. 
The English pound, for instance, is worth fcs. 26*22^ in Gold ; now 
if the odd 22| could be got rid of, the 26 francs piece would become 
the basis. As far as England is concerned the proposed change 
would be the lightest, for the difference between the half Eagle and 
the 25 francs piece is much greater ; yet, after ample discussion, 
England has declined to make the change. 

Mr. Ruggles, who so ably and warmly advocated the intro- 
duction of the 25 francs piece in America, might have succeeded 
in bringing about the change at the time when, during the rebellion, 
Gold stood at 100 to 150 per cent, premium, for it would not have 
been felt then so much as now, when the premium on Gold is but 
10 to 14 per cent. But as that time has passed, I think that 
America must postpone the matter until all nations come to a 
simultaneous agreement. No nation (at least such an important 
one as that of the United States) should undertake to make the 
change alone, for during the transition period, which may last 
several years, its monetary affairs would become seriously dis- 
organised, and other more selfish nations would take advantage of 
such a state of things. Only when all nations agree to make the 
change simultaneously, can the project be carried out in an equitable 
manner; and before this arrangement is brought about, the question 
whether the present French system (so far seemingly the suitable 
one) is really the best may again be mooted. It may then be found 
that the French coins are too small, that the proper use of Silver 
pieces of a certain size is advisable; and in these respects the 
reforms about tr» be made in Germany, and those which I hope will 
be made in the United States, may throw additional light on the 
matter generally. By that time also the voice of America may have 
greater strength in all that relates to the subject of monetary 
arrangements. 

In the meantime, to modify the ardour of those who advocate 
the carrying out of the plan, " coute que coute," I may do well 
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to point out two principal difficulties whicli would arise, even if all 
the present obstacles were overcome, and if the system of universal 
Coinage had been successfully established. Gold Coins of the 
same size and value would then circulate in the world, made in 
America, England, France, the Brazils, Turkey, Greece, Chili, &c. 
&c. Supposing now that one of the less important and distant 
nations committed a default, by using Coins slightly inferior in 
quality (such a default need not necessarily be a wilful one, it 
may arise through bad work at the Mint), what would be the 
consequences ? Why, the whole thing would be thrown out of gear ; 
the specific Coins would fall into discredit, the holders would lose 
on them, and the pieces would have to travel back to their orig^inal 
home, a thing perfectly absurd, and impracticable to do, when the 
Exchanges are against such a country. The interposition of diplo- 
matic or consular agency, proper verifications, &c., would involve 
an amount of labour and trouble quite incompatible with the course 
of Exchange operations. The present systems of Coinage and 
legal tender — ^within the respective realms, at all events — ^provide a 
kind of control for which it is not easy to find an efficient sub- 
stitute. 

The second difficulty is that of the Valuation. Under the single 
Gold Valuation, international coinage, as far as divisionary Silver 
Money is concerned, cannot be carried out. The Gold Valuation 
can only be upheld by limiting the tender value of Silver Coins to 
a small sum, and the pieces themselves rrmst be under value in order 
to prevent their being melted down, a process through which the 
supply, already limited in itself from the beginning, would be 
absorbed. Now, if under the system of universal coinage such 
Silver pieces went all over the world, in the hands of travellers and 
otherwise, it is clear that the nation which succeeds in manufac- 
turing most of them, secures to itself the largest^ but an unfair 
profit. In order to avoid this, the precaution may be taken (as in 
the Convention between France, Belgium, Switzerland and Italy) 
that each nation should coin only a pro rata amount of Silver, but 
who can determine what, in actual practice, is the right limit (if a 
limit is not altogether wrong) for each country ? Supposing how- 
ever this difficulty were seemingly overcome in the same alchemis- 
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tical way as in tlie Convention referred to, the nndue accnmnlation 
of such coins of one conntry in another could not possibly be 
prevented. Thus, in Turkey, Greece or the Brazils a large quantity 
of international Silver coins made in England may come together, 
and bankers abroad (like English bankers at home) might fre- 
quently be left with a large stock of idle Silver money of this 
kind. What are they to do with it ? They cannot pay it away, 
because its tender value is limited; they must send it back to 
England. Now, in the first place, if the English exchange is in 
their favour, this proceeding would be contrary to the principles 
involved in the " balance of trade," entaiUng a double loss on the 
exchange, besides the charges of freight and forwarding, but when 
the Silver coin came to England, it would be in a worse predicament 
than before. . Neither the Bank of England, nor the Mint, nor other 
bankers would take it, and the process of tendering it in payments 
of £2 each, viz. making 6,000 purchases to that amount, merely in 
order to get rid say of £10,000 is too absurd to be" proposed. Worse 
still, the coin having been taken away, say from England, the 
English Mint would have been obliged to coin more to replace it, and 
the return of the coin cannot be allowed to swell a supply of bad 
coin already large enough to place it on the verge of depreciation. 

But if the Silver coin thus brought into circulation were of full 
metallic value (instead of being short by 6 to 10 per cent.) aU these 
difficulties would disappear, it could then be melted down without 
sensible loss, and be made available as Bullion. Full-valued Silver 
coin however must and will have fall legal tender value ; it must 
be coined at the Mint with the same freedom as Gold, and thus the 
Douhle Valuation only is the basis wpon which an international system 
of currency can ^possibly be established, I recommend to those who, 
upon the basis of the Gold Valuation, advocate international coinage, 
to have regard to these contingencies connected with the Silver 
cxirrency. 



169 



IV. — English Free Coinage and French Brassage. 

(See jpage 17.) 

The following are passages from a pamphlet, "The Question of 
Seignorage and Charge for Coining," issued in 1868, when these 
subjects were discussed in England. The terms " Seignorage," 
"Brassage," and " Free Coining " I have explained on page 11. 
The above pamphlet was written principally in order to show the 
fallacy under which the English were labouring as regards their 
own Free Coinage versus Brassage. After showing how the 
English system arose, the pamphlet proceeds : — 

''The free Coining of Gt)ld lias thas become, and is considered, a special 
characteristic of the British Monetary System. 

" It is not quite clear whether the development of the theory of free Coining 
preceded that of the practice, or vice versd; bat the theory seems to have 
gained, gronnd rery speedily. The Financial aathorities in this country adopted 
it as the ' Fundamental principle of the British Currency system/ and claim 
that it is much superior to the systems pursued elsewhere, where a charge for 
making the Coin is levied. They further insist upon the recognition of this 
superiority, by statements as to the evident and manifest benefits conferred 
thereby upon commerce in Great Britain ; in juxtaposition to equally visible 
evils in countries where the same plan is not followed : indeed, the financial 
literature of Great Britain teems with the laudation of * Free Coinage,' and the 
condemnation of the ' Charge for Coining.' " 

The writer then quotes the opinion of certain English economists 
who condemn the French system of Brassage, and praise their own 
English free Coinage as the only correct method of securing a 

steady valuation : — 

"The 'Brassage' charged in France (and we may limit our comparison to 
France as the best type in this instance) amounts to 6*70 Francs for 8,100 
Francs, that is to say : according to law, one Ealogramme of Gold, 900 fine 
(French Standard), is to be coined into 155 Napoleons, or 8,100 Francs, and 6*70 ' 
Francs is to be charged for the service. 

" This charge is in reality the contract rate at which the Moneyers of the 
Paris Mint have undertaken the work, under certain liabilities. The French * 
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Government does not in any way profit by the Brassage, which, is considered as 
nothing more than the actual cost incurred in producing the Coin. 

" The controversy, be it again understood, now rests upon the assumption 
that the fundamental principle of the British Coinage is the only correct one, 
that England, by having coined and continuing to coin Gold, free of charge, is 
far in advance of other nations, that the superiority of the system of thus 
placing Coin on precisely the same footing ad Bullion is manifest, and that other 
countries who do not follow the same example are in the wrong. This is the 
question of ' free Coinage in England ' against ' Brassage * in France. 

"We think it can be shown that the Financial Authorities holding these 
views are labouring under a mistake, that they are basing their pretensions 
upon a hollow ground, and we are prepared to prove that, from the very 
beginning, the so-called 'fundanental principle' has been a delusion. The 
realisation of Bullion into Coin in England is, and has always been accompanied 
by a charge, which, although the law does not call it a Brassage, is nevertheless 
tantamount to one. How this tax arises we shall shew hereafter ; in the mean- 
time, it is evident that if our British system of realising Coin from Bullion is as 
much liable to a charge as the system of other States, all the fine premises as to 
the advantages which an absolutely free Coinage is conferring on England aro 
shams. 

" According to the British Mint law, 40 lbs. Troy of Standard Gold are to be 
coined into 1,869 Sovereigns, free of charge to the importer. The price of the 
oz. of Standard Gold is consequently £3 17s lOH* Parties may bring Gold to 
the Mint, and for every 40 lbs. of Standard GU)ld there will be delivered to them, 
after a certain time, 1,869 Sovereigns — ^but, and this is the great but, upsetting 
the apparent ease of the arrangement : — 

" The forms, regulations, delays and other difficulties at the Mint are made 
so troublesome that no private importer cares to undertake them. 

" The importer may be told perhaps, or he may know, that he can avoid 
these formalities and delays at the Mint by going to the Bank of England, which, 
according to law, is bound to purchase Bar Gold at the rate of £3 l7s 9dper oz., 
paying in Bank of England Notes. 

" The Bank, in fact, in consideration of the l^d which the importer obtains 
less per oz., is supposed to undertake the trouble of dealing with the Mint, and 
the loss of interest arising from the delay. Upon this ground, at least, the 
proceeding is frequently justified, and considered fair. 

" With the fairness of the charge we have nothing to do just at present ; we 
only know that it is more profitable to sell Gold to the Bank, at 77s 9d per oz. 
for immediate payment, than wait at the Mint ; for the loss by delay, even at 
the present low rate of interest of 2 per cent, per annum, would exceed the l^d 
per oz. lost in the reduced price. Let us remember however that we have 
fall liberty to go to the Mint if we like; the principle of liberty so far is 
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vindicated, but there are many difficulties in the application of the principle. 
The truth of the matter is, that the formalities and delays at the Mint tend to 
prevent the public from dealing direct with that Institution ; and the public is 
accordingly compelled to find out that it is better to take 77s 9d per oz. at the 
Bank than 77s 10|d at the Mint. 

" The consequence of this arrangement is, that the Bank of England alone 
can, and accordingly alone does, supply the Mint with Gold, and, by reason of 
its Note issue, at an advantage over all other importers. 

" The price of 77s 9d must therefore be taken as that at which Gold may at 
any time be sold ; and it may thus be called the * official * price at which its 
conversion into Currency takes place. 

" Calculating, for the sake of accuracy, at per mille, we find that the charge 
of IJd upon 77s lOid is equal to 1*605 per mille. 

" The Brassage in France is Fr. 670 per Fr. 3100— equal to 2-161 per mille ; 
but the Mint in Paris, instead of paying Cash for Gold delivered, takes time to 
make the Coin. At ordinary times the term of the Mint certificate is 7 days. 
For the interest thus lost by the importer we shall presently account. 

"Another point now claims our attention. . British Assays for Gold are 
quoted to |th of a carat grain fine. Taking 24 carats (Standard) at 4 grains, we 
thus have 768 parts. If the Assay does not turn out the full 768 parts, it is 
reckoned at 767 — thus 767999 is reported as B I'SJ or 28 carats 8J grain. 
Nearly a whole y^^th part of a Bar of Gold is therefore lost. On the average, 
the loss thus made may be taken as ^ of ywv (practically it is a little more), so 
that T^Wth part must be deducted from the value of Bar Gold thus sold. This 
fraction is equal to 0'651 per mille. 

" In France, Assays are reported to t^Jthj*'^ P^^** fin©** l>tit they must fully 
realise this fraction. The loSoo ^h part, or near thereto, may therefore be lost, 
so that the average of ^ is equal to 0*050 per mille. 

" The seller of Gold Bars to the Bank of England will further find that all 
the Bars which he brings must first be re-melted. It does not matter from 
whence the Gold comes — whether it bears the stamp of the Foreign Mints, or 
that of the best Australian and Califomian melters — the Bank of England, in 
order to guard against fraud, does not accept these Bars unless they are first 
re-melted, by the parties specially authorised to do so, into the so-called Bank 
of England shapes, of a weight not exceeding 200 ozs., to suit the convenience 
of the Mint. 

" The melting costs id per oz., and this is equivalent to 0*245 per mille on 
the oz. of Fine Gk>ld. 

" The French Mint does not insist on the re-melting of Bars, provided that 

* English Assayers are able to assay as well as the French, and they are in the habit of 
stating the loog^ th fraction with the English Beport. Payment, however, takes place 
acoorcling to the English Method. 
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the Moneyers are satisfied as to the stamp and character of the melter.* It is 
only in extraordinary cases, when Bars appear in a strange form, that they 
require the re-melting ; and the charge is then 75 Centimes per kilogramme, 
or 0-218 per mille on Gold 1000 Fine. 

" The Bank of England farther requires, that every Bar brought should be 
Assayed by * treble * Assay. — The charge is 4s 6d per Bar. Taking Fine Bars 
at 200 ozs., the 4s 6d constitutes an expense of 0*265 per mille. 

" In France the Assay given to the Mint is a single one, and costs Fr. 1*65 — 
which is equivalent, on the same weight of Gold as in a Bank of England Bar, 
to 0078 per mille. 

" Again, in England it is not the practice of the Bullion trade to weigh Gold 
closer than 12 Troy grains. The Bar must weigh the full i dwt., or the fraction 
is lost. The average amounts, to 6 grains Troy of Fine Gold, to 12f d — or upon 
a Bar of 200 ozs., equal to 0*062 per mille. 

" In France Bullion is weighed to the 10th part of a gramme, — an error of 
0*008 per mille is therefore the average on the same weight. 

** The Bank of England however pays cash, i.e. Bank Notes for Gold upon 
its delivery ; whilst the French Mint takes a certain time in making the Coin. 
The French Mint is bound to coin 50,000 Napoleons a day, equal to 15 millions 
of pieces per annum at 300 working days. 

'* The French Mint is now enabled to satisfy all demands, and more if 
necessary ; and should— which however is very unlikely— a similar pressure for 
coinage again occur, the Bank of France would be well able to deal with the 
surplus of imported Bullion, with Bank Notes, on the same general principle as 
the Bank of Eogland-f 

** We think, therefore, that if we place the question of interest, upon the 
supposed ordinary delay of seven days, at 8 per cent., we make a fair moderate 
estimate. The interest now ruling in France is 2\ per cent, at the Bank, and 
from 1 to 2 per cent, in the market; but even when it is higher, the Mint 
certificates are the best security to French bankers, and would consequently 
bear the lowest rate of interest. 

"To this reckoning we may succeed in bringing the parties who have 
hitherto made so much of the supposed delay at the French Mint : we may 
strengthen our case further by mentioning that at the present moment the 
Bank of France, -like the Bank of England, buys Gold for cash, merely deducting 
the Frs. 6*70 per kilogramme for Coining ; and that this Institution frequently 



* Tlie Bars of the Bank of England are taken in France without re-melting, but the Bars 
of the Bank of France, or the French Mint, must be re-melted for the Bank of England. 

t The British Mint, under similar pressure for Coin, would take quite as much time as 
the French Mint. The ftmction of the Bank of England — the Note Issae against Bullion, 
upon which we look as the safety valve in regard to such pressure, is now also undertaken 
by the Bank of France, so that in this respect both Monetary Systems are on the same 
footing. 
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contracts for deliveries of Gold against immediate payment, so that upon the 
footing on which the matter stands at this time, it wonld be more frequently 
unnecessary to deduct Interest for Mintage delay in France. 

*' Resuming now the items enumerated, we arrive at the following 

RESULT. 



CHARGES IN ENGLAND. 


CHARGES IN FRANCE. 




Per Mille. 




Per Mille. 


lid per oz 


1-605 


Brassage 


2161 


Difference in Assay... 


0-651 


Difference in Assay 


0050 


Cost of Melting 


0-245 


Cost of Melting 


0-218 


„ Assay 


0-265 


„ Assay 


0-077 


Turn of Scale 


0-062 


Turn of Scale 


0-008 



2-828 



If these items are calculated on 
Standard Gold they will be found to 
amount to 2-936 per mille. 



The English charges, as long as the 
present regulations are in force, remain 
invariably at a total of 2-828 per mille. 



2-514 



If Interest be added to 
this, 3 per cent, per a.nnum 
for seven days 



0-577 
3-091 



And when Cash is paid for Bullion, 
making the charge for Interest un- 
necessary, and the charge for Melting 
be deducted, the total in France is 
2-296 per mille. 

** This statement shows that actually, at the present time, the charges in 
Fra,nce, including that of Brassage, are less than the charges in England without 
Brassage, 

** But, ignoring this, or using this circumstance as a set-off against the 
possible variation and previous contingencies in France, we are still on the 
right side if we put the matter in a milder form by sayings— 

"That the total charge in England, under the supposed system 
of free Coinage, is about equal to the total in France with the Seignorage 
or Mintage included. 

"The enquirer, in applying to the proper quarters, can easily verify the 
figures here given, and subject them to the rules of arithmetic in any other form, 
for comparison with the results at which we have arrived. 

" We claim to have demonstrated that although the fundamental principle 
of the British Coinage system does not admit of a charge directly designated 
as a Brassage, yet that the charge made is quite equal to such a tax, and has 
always been thus borne by the Bullion importer. 

"Mr. Nicholson's doctrine— 'that in all oases where a Brassage or Seig- 
norage is paid the Coin is saddled with this charge, &o,, that there will be a 
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strong tendency to fluctuation in its value/ &c., ending with the sentence : 
* Such fluctuations are avoided by the plan we follow in England * — together 
with the whole boast of other advocates of free Coining in England, rest upon 
a foundation which has not, and never had, a practical existence. 

" The use to which the writer's statement may be applied will be clear to 
all the parties who have recently taken an active part in the consideration of 
the question of Brassage. It cannot be alleged that * free Coinage ' has ever 
existed in this country ; we have proved that Bullion is as much subject to a 
tax here as it is elsewhere. 

" The writer is of the opinion that a Brassage, covering the actual manu- 
facturing expenses of coining, is a proper charge, and justifiable on the ground 
of general policy, thus the present conglomerated * free Coinage * charges might 
be converted into a Mintage." 

The pamplilet then proceeds to point out the reforms desirable in 
the English system, showing among other things, that the method 
of stating assays by the Bank of England (see page 171) is unfavour- 
able to the importer, but favourable to the exporter of Bullion. 

The Bank of England has since taken into consideration the 
statements in the pamphlet, and has made an important alteration 
in the assay system, in reference to -which the Times newspaper of 
the 21st of March 1870 has the following : — 

'' This change in the method of stating assays of gold bars at the Bank of 
England is of great importance. Hitherto they were paid for to y^th part 
(one-eighth carat grain) flne, and the importer ran the risk of losing £1 in every 
£768, whilst on the average the loss actually amounted to £1 in every £1,536. 
The new system states the flneness to -jnnyo^h (one-third milli^me), giving a 
risk of £1 in £3,000, or an actual average loss of £1 in £6,000. The difference 
between these averages amounts to 0'493d, or about aid per oz., equivalent, on 
standard gold, to a gain of 10s 6d for every £1,000. 

" Small as this difference appears, it raises the actual pars of exchange be- 
tween England and other countries by a i per mille in our favour. The true 
par of exchange is that which results from the respective fine gold contents of 
the coins ; the actual par depends upon the terms upon which gold bullion can 
be converted into such coins. In perfecting these terms, not only does the im- 
porter obtain more sovereigns for his gold, but on all exchange transactions now 
current, in the form of claims by bills or otherwise, by State debts or foreign 
investments and interest on them, an advantage of -gS^th per cent, accrues to 
the country, a considerable item if calculated on the many millions involved. 

" The change is of more importance for the future. It is tantamount to 
relieving the importation of gold bullion from a tax of id per oz., and to doing 
away with the like premium of id per oz. in favour of exportation. In regard 
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to the French exchange, for instance, whereas now the rate of 25*10 francs per 
£1 leads to the export of bnllion from onr bank, it must, in future, fall to 
25*08f francs before withdrawals become practicable, and we shall receive gold 
from Paris when the rate rises to 25'33f francs, instead of 25'35 francs as at 
present. The same rule applies to other exchanges : we shall receive gold 
sooner, and keep it longer. 

" The directors of the Bank of England, in making this change, have shown 
a just appreciation of the doctrine involved in the question — ihej not only 
sacrifice the profit which they have hitherto made on the coinage, but in their 
accounts with the Mint they run the risk of a trifling loss. In thus bringing 
the value of gold bullion nearer to the coinage, they dispose of the main 
question in the present controversy respecting our system, alongside of which 
all other quesions, excepting that of international coinage, are of secondary im- 
portance. They have vindicated a great principle in national financial economy, 
without the slightest change in the standard of the realm — ^the coined sovereign 
itself. About two years back the bearings of this subject were very clearly 
treated, and the necessary changes indicated in a pamphlet by Mr. Ebnest 
Seyd, entitled ' The Question of Seignorage and Charge for Coining.' ** 

It may also be proper here to state that the Bank of England, 
which up to a certain time paid only 77s 6|d for light Gold coins, 
worth 77s 9d according to Bank price, now pays the latter price, 
and in reference to this change the Times Money Article of the 23rd 
of June 1870 contains the following letter : — 

"Sir,— The annoxmcement that light sovereigns will in future be bought 
by the Bank of England at IIb 9d per ounce indicates an important change, 
which will have the efiect of bettering the condition of the gold coin in cir- 
culation, and will prevent the undue ei^portation of light gold. The public may 
be congratulated upon these improvements. The subject of the light coinage 
has occasionally been spoken of, but during the late gold coinage controversy 
it was brought forcibly under notice by the letters to The TtmeSf written by 
Mr. Ernest Seyd, who previous to this had treated the matter in oiie of his 
books (' Bullion and Foreign Exchanges,' pp. 541-551). Some weeks ago also 
The Times noticed a change made by the Bank in reference to the assay system, 
another improvement first suggested by Mr. Seyd. 

" I think that when gentlemen take the trouble to bring to bear upon these 
matters their technical knowledge and their talents with such results, pro bono 
pubUco, it is only fair that some acknowledgment of their efforts should publicly 
be made. « ALPHA." 
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V. — The Gold Coinage Controversy in Englakd. 

(See jpage 20.) 

The whole of the Gold Coinage Controversy in England in 18C9 
arose from differences of opinion as to the " fundamental tmth ** in 
regard to the material of money. The one party, i,e» the one 
which started the proposal of lowering the value of the Sovereign 
by 1 per cent., and re-supplying (?) the deduction by the value (?) of 
an excessive Mintage charge, were the champions of Seignorage, 
the other party the champions of Metal. The English Chancellor 
of the Exchequer, acting upon a report made by the late Master of 
the Mint, and signed also by Colonel Smith, one of the principals 
in inventing the new Seignorage, said, in his speech : " The posses- 
sion of a Gold and Silver Coinage I do not look upon as a necessity, 
but rather as a luxury, and as an indulgence to a popular taste, 
which by the way is a very expensive taste; but as it is the taste of 
the people of this country, I suppose it will continue to be grati- 
fied.*' He then gave his reasons, and endeavoured to show that 
1 per cent. Seignorage was as valuable as 1 per cent, of Gold. 
Colonel Smith however, and others beside him, did not hesitate to 
declare that a much larger Seignorage might be exacted. The 
writer of this book, in one of his letters to the Times, had made 
the following remarks : — 

''The question of Seignorage is one that Englishmen should understand 
well : it has been frequently discussed in English financial Uterature, and in 
regard to its standard coin England has aJwajs maintained that the value of 
the sovereign rests solely upon Gk)ld. If Mr. Lowe is right in saying that a 
Coin made of 99 parts of Gk)ld and 1 part of Seignorage is worth 100, he means 
that 1 per cent, of Seignorage is equal in value to 1 per cent, of Gold ; conse- 
quently, 2, or 5, or 50 per cent, of Seignorage are worth 2, or 5, or 50 per cent. 
of Gold — wJvyf indeed, should we not siibsUtute Seignorage altogether, wnd do 
without Gold ? Doctrines of this kind have been held by would-be financiers 
from time immemorial, and from time immemorial they have always been 
wrecked, without leaving a vestige behind. l!he intrinsic value of Gold, if not 
recognised by Mr. Lowe, has always been recognised by the world at large, and 
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the common sense of the English nation especially has known how to make the 
best pcactical ose of it. It is to be feared that our Chancellor of the Exchequer 
will make a complete fiasco with these very old and yet, to us, new theories. 

" Colonel Smith maintains that the value of a thing is what it costs to pro- 
duce ; other people think that the test of value depends upon what a thing will 
fetch. The former conception produces the most extraordinary results, and 
Colonel Smith goes so far as to say that if the State chooses to charge 50 per 
cent, import duty or Seignorage on Gold — if it actually deducts this from the 
Sovereign — the value of the 10s remaining will, nevertheless, be equal to 
the 20s." 

In answer to the sentence italicised above, Colonel Smith 
said, " In his seventh paragraph Mr. Seyd says, ' Why indeed 
should we not substitute Seignorage altogether, and do without 
Gold.* To which I reply ^ Why not? Let those who deny the 
possibility show the insuperable obstacle, remembering that the 
doing without Gold does not mean its omission from payment to 
obtain the currency, but only the omission of it from the circulating 
medium." 

The leading idea of Col. Smith was this: Gold must be given 
to the Mint, all of which the Mint will keep, giving " circulating 
medium " (medals of inferior metal or notes) in return, but, and 
here lies the great distinction, nobody would be enabled to get his 
Gold back again from the Mint; the "circulating medium was to be 
inconvertible." The Government was to use the Gold, Colonel 
Smith assuming that the " circulating medium " was quite equal in 
value to the Gold, because it " cost " the importer that which he 
gave away for it ! ! 

It is not to be wondered at that those who once conceive the 
idea that 1 per cent, of Seignorage is equal to 1 per cent, of Gold, 
should go farther and take 5, 10, 50 or 80 per cent, of Seignorage 
to be equal to 5, 10, 50 or 80 parts of Gold, and that they should 
ultimately arrive at the extreme conclusion that Seignorage can 
altogether replace the precious metals; and in going the whole 
length of his conception Colonel Smith thus acted with perfect 
logical honesty, bringing the whole question at once to an issue 
between the extreme points. All who enter upon the consideration 
of the subject, however inconsiderable may be the amount of 
Seignorage which they are desirous, by way of " hocus pocus," of 

12 
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introducing into the legal tender coin, mnst first decide whether 
they will go with the Seignomge i>arty, which cannot help in 
the end to entertain the same extreme views as those uttered by- 
Colonel Smith, or whether they will recognise the supremacy of 
the solid metal itself. In the latter case they will soon become 
convinced that any attempt to mix one thing with the other is 
worse than the foolish proceedings of the alchymists of old. Those 
worthies, in trying to make Gold, experimented at all events npon 
solid, though inferior metals, so as to produce the mnch coveted 
colour, weight, and chemical virtue of the noblest of all metals, what 
must we say of the financial alchymists of the present day, who 
are trying to mix Gold with " Seignorage," and who finally pretend 
to assert that Seignorage alone is as good as Gold P The truth 
thus lies between Seignorage as the one. Gold and Silver as the 
other ; which is the truth ? Leave " popular taste, luxury, fancy," 
out of the question, set aside even the experience made since the 
intercourse between mankind by way of money began — ^which is 
the true theory ? The true theory is that the precious metals alone, 
that which we can actually hold in our hands as ours, uncon- 
ditionally ours, are the only perfect mediums of exchange, and that 
all other expedients for carrying on the system of intercourse 
depend upon the absolute rule of this truth. 



VI. — Mr. Lowe's Statement. 
(See page 21.) 

In support of his proposal to exact a Seignorage, the English 
Chancellor of the Exchequer made the following statements : — 

" Since tho year 1850, according to the calculations of Professor Jevoxm, 
who has looked deeply into the sabjoct and has brought great ability to bear 
npon it, and whose conclasions are adopted by the Master of the Mint, Colonel 
Smith, and other authorities, we have coined 98,000,000 of Sovereigns, and of 
those 98,000,000 about 41,000,000 have disappeared altogether. Either they 
have been exported from the country and have not returned to it, or they havo 
been melted down. We have thus had the satisfaction of bestowing a great 
deal of labour and ingenuity and cost in tho manufacture of an article of great 
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merit and neatness in our Gold Coinage, which has formed a sort of quarry out 
of which other countries make Grold Coinage for their own use." 

" These Sovereigns having no value given to them in respect of the manu- 
facture, the material Coin is so much Bullion, and is treated as such ; and 
persons take out the heaviest Sovereigns and melt them down — a process by 
which they make a halfpenny for each. London was for many years the seat 
of this manufacture, which was carried on close to the Mint, where the 
Sovereigns were made, so that the two establishments were side by side, one 
coining money, and the other melting it down. Then the manufacture went to 
Paris, where it flourished many years j and now it is carried on at Brussels." 

The falsity of these statements was proven fully during the 
" Gold Coinage Controversy." That English Gold Coin is exported 
to Portugal, the Brazils, the United States, and elsewhere we all 
know, but the export of American, French, and other Coin from 
their respective homes is much larger than the exportation of 
Sovereigns from England. (See page 24.) 

The assumption that 44 millions of Sovereigns had mysteriously- 
disappeared, also rests upon no reliable basis, the whole calculation 
made by Mr. Jevons was proved to be fallacious, but granted that 
some such amount had actually disappeared, Mr. Lowe conveyed 
the impression : " that the English Gold Coinage formed a quarry 
out of which Foreign nations made their coin," and combining this 
with the statement " that the manufacture went to Paris where it 
flourished many years, and now is carried on at Brussels," it may 
easily be imagined what a storm of indignation was raised in the 
bosom of honest John Bull against the miserable Foreigners who 
thus dared to live upon his riches ! by abstracting 44 millions of 
Sovereigns to make their own Gold Coin with. In order to show 
the barefaced absurdity of the assertion, it is but necessary to 
state the principal one of these dishonest foreign nations, viz. 
France, coined, during the same period that the 44 millions of 
Sovereigns are supposed to have disappeared from England, no less 
than 249 millions sterling in Gold, and the combined Gold Coinages 
of other Exiropean nations and that of the United States, during the 
period mentioned, were certainly more than ten times as much as 
the sum supposed to have been taken out of England. If Mr. Lowe 
had stated that the English nation made a quarry of the American 
Gold Coinage, he certainly would have stated the truth. (See p 24.) 
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The assertions then that the English Coinage served foreign 
nations as a quarry, and that "manufactories" to melt down Sove- 
reigns systematically existed in Paris and Brussels, were nothing 
else than a hoax, for every challenge to furnish evidence in support 
of the assertion that such manufactories really existed, remained 
unanswered. Yet, upon this hoax, the English Chancellor of the 
Exchequer and a large party on his side were ready to inaugurate 
an important measure in reference to the Coinage of the country. 

My object in pointing out these extraordinary proceedings to 
Americans is that of showing the great danger to which well-mean- 
ing Statesmen are exposed when they venture upon a field of enter- 
prise where they are likely to be misled by professorial and one-sided 
conceptions and statements. "What guarantee have the American 
people that among their own leading politicians there are not many 
who are equally ignorant on matters of this kind — equally ** Hght- 
hearted" (as Monsieur Emile Olivier) and venturesome? The recent 
speeches of General Butler and others in reference to Currency 
show this danger ; let us hope that the solid stratum among those 
whose lot it is to guide the destinies of America, will take care to 
investigate thoroughly every statement and every assertion made by 
speculative economists, who, in order to prove their crochets, do not 
hesitate to invent or to distort facts. 



VII. — Shipments of Gold Bullion and Coin between New 

York and London and vice versa. 

(See Pages 29 and 30.) 

The fall import of the statement made on page 30 can best be 

understood if the starting point is borne in mind, viz., the Par of 

Exchange. What is the Par of Exchange between the United States 

and England ? Much misapprehension seems to exist in reference 

to this matter, which may be cleared up in the course of these 

remarks. There can only be one Par of Exchange, and the only 

true Par arises from, the comparison between the weights and 

fineness of the respective full valued coins of each country, the rate 

at which a given amount of the metallic legal tender currency of 

one country equals a certain amount of that of another country. 
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It is not necessary that, as regards the rate of Exchange* in New- 
York upon London, I should here explain why the old Par of 100 
dollars is now accompanied by a Premium, it is indeed immaterial 
whether such a figure as 100 is used to express parity, sufficient to 
say that, whereas the United States' Eagle contains 258 grains of 
Gold, 900 fine, and the English Sovereign 123,274 grains, 916f 
fine, it follows that one pound sterling is worth 4*8665 dollars, one 
dollar is worth 49*316 British pence, and these figures represent the 
Par of Exchange. The New York form of expressing the Exchange 
(without reference as to the origin of this form) assumes £22^ on 
the one side, (instead of £1), its equivalent being 109*49715 
dollars, or 109^ dollars on the other. Consequently, whenever the 
short Exchange on London in New York is quoted at 109^, it is " at 
Par," and the short Exchange only concerns us here ; the so-called 
60 days sight Exchange, from which the interest of 60 days in 
England must be deducted, depends on the presumed rate at " sight." 
Now, when the short Exchange on England in New York stands at 
109^ there exists, so to speak, perfect neutrality as regards the 
balance of trade between the two countries, the supply and demand 
for commodities or bills between each other balances and " clears " 
the account, and there would be no occasion to forward Gold from 
New York to London, or vice versa. 

The forwarding of Gold, as a matter of course, does not take 
place for nothing ; packing, freight and insurance have to be paid 
for, and there are certain charges on the sale, or realisation of the 
Bullion in each country. It is evident, then that the shipping of 
Bullion is not profitable, or cannot take place, unless the rates of 
Exchange have altered so as to allow for the margin covering 
expenses. In the meantime, the Exchanges may slightly vary, but 
as long as they move within the margins in question, no Bullion 
shipments either way take place. Supposing, for instance, that the 
cost of sending Bullion from New York to London amounted to one- 
half per cent, on the Exchange, the rate of 109^ being Par, a rise to 



* The extra premium on the rate of Exchange, brought about by the present 
Paper Currency, has nothing whatever to do with these calculations, which areu 
conducted on the Bullion basis alone. 



182 APPENDIX VII. 

110 must take place before the shipment coidd be made at all, 
without either profit or loss, and at llOj only it would have the 
J per cent, actual profit.* So, if England owed Gold to America, 
and if the charges of realising Bullion in America were alike in both 
countries the Exchange would require a fall to 109 before Gold 
could be sent from England to New York, and to 108| before the 
one-quarter profit was made. The middle point, or "parity," 
between the BulHon shipments at 110 and llOj on the one side, and 
109 and 108J would be 109J, the same as deduced from the 
respective weight and fineness of the coinage. I trust this will be 
understood, for it will then be conceived that if the charges of 
forwarding and realisation of Bullion between one country and 
another are not egual, if, for instance, the sending and selling of 
Gold from New York to London costs one per cent, or more, whilst 
the reverse, from London to New York costs, say one-half per cent., 
there is at once a disturbance of the parity. That this disturbance 
of the parity does not affect the actual true Par of the coinage is 
evident, but its effects are most injurious to the interests of America, 
as I propose to show by the examples which I shall lay before the 
reader. 

These examples, I must remark, are not mere theoretical exposi- 
tions, they are founded on actual transactions, and can bear the 
closest scrutiny of Bullion dealers and brokers, although many of 
these may not be fully acquainted with all the features of the 
business in both countries. The amounts which I shall give will 
be small, consisting of two or three bars only, in actual practice 
shipments are large, involving frequently hundreds of bars for a single 
shipment, a full account of which would be too long here. The 
practical Bullionist must ftirther understand that these shipments 
are calculated so as to represent the doings of the very few large 
houses engaged in the business. Such houses are enabled to 
operate in the most economical way, and having their own corres- 
pondents in New York, San Francisco, and London, they do not 

* Profits of one-quarter per cent, woald seem small for ordinary business, 
but in Banking and Exchange transactions, which iako place rapidly and suc- 
cessively, such a margin is large. 
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generally pay brokerages or commissions, nor do the bars require 
re-melting and re-assaying at the cost of the importer for the 
Refining or re-shipment. Other houses, not able to operate regu- 
larly, cannot enjoy these advantages; but as the large shippers 
have, so to speak, the market in their own hands, and as they do 
the vast bulk of the business, they, in reality, guide the situation, 
and it is proper that my calculations should be led off from what 
they can do. 

Shipments of Gold Bullion jfrom New York to London may 

consist either of 

Eefinable Gold Bars ^ x? ir 

Refined or Fine Gold Bars ) 
Or of 

United States Gold Coin. 

(British and foreign Gold Coin may also bo sent, but the above 

three descriptions are the important items.) 

1. Shipment of Refinablb Gold Bullion to London 
(having reached New York from California). 



Invoice 


in New York. 




Weight. 
Ozs. 


Finonoss. 


Gold Value. 
Dolls. 


107-00 


823 


1820-38 


71-85 


659 


978-79 


26-36 


903 


49205 



Bars. 
1 

2 
3 

3291-22 
Premium |^th per cent.* on account of Silver 19-74 
Package and Drayagef... ... ... ^^ 

Cost in New York Dolls. 3311-46 

* The premiam of three-fifths per cent, paid on this parcel on account of 
Silver, is very fair j for the Silver in the Bars is worth 54*50 Dollars, which 
would cost 8'86 Dollars for Refining in America, besides one-half per cent., or 
16*46 Dollars for Coining into Gold, without reckoning on the delay for Refining 
and Coining. 

t The charges of Packing and Drayage are computed on laarge parcels* 
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Account Sales in London. 

Silver (after 
Bars. Weight. Fineness. Standard Grold. Dwts. of Silver, dedactiiig 20 

OzB. Ozs. perl2oz8. dwte. per 12 ozs. 

1 107-00 823 96-066 381 165 dwts. 

2 71-85 659 51*653 79J 355 „ 



3 26-36 903 25967 22 4 



99 



Ozs. 173-686 Dwts. 524 

78s per oz. Standard * ... ... £677 7 6 

524 dwts. of Silver at 5s 6d per oz. 7 4 1 

684 11 7 
Charges "Ith per cent. t ... ... 2 14 7 

Nett proceeds ... ... £681 17 

Giving an Exchange of 

49*417 pence per dollar, 
Or 109-274 in New York, 
Thus showing the remarkable result, that whereas the par 
of Exchange is 109^ a<;cording to which, adding two-fifths per 
cent, in charges for shipping and realisation, the sending of Gold 
should not take place before the rate hati exceeded 109*900, rejmable 
Bullion can already he shipped at 109-274, so that a premixun of more 
than one-half per cent, is given in favour of the ' expmiatlon of srich 
Bullion, No wonder then that the American market is drained of 
Refinable Bullion, even whilst the tendency to import Bullion from 
England exists, i.e, whilst the Exchange is the other way. 

* The Bank of England pays 77s 9d per oz. Standard for Gold, but the 
London Refiners, for this quality of Bullion, will pay 3d more, viz. 788, for they 
retain 5^ per oz. for parting, thus leaving them 2id per oz. margin. 

t The shipping charges are here computed at two-fifths per cent. They 
consist of, freight one-eighth per cent., insurance in the summer one-eighth 
per cent., in the winter one-fourth per cent., with 3d per cent, commission, 
which, with incidental charges (carriftge from Liverpool, &o.) amount to two- 
fifths per cent. The large shippers make their own insurance arrangements. 
The charges of shipping from or to New York are alike, and on the whole it is 
immaterial, whether forwarding charges amount to a fraction more or less, but 
two-fifths per cent, answers the purpose. Be-melting, re-assays and brokerage 
(as stated before), are not charged ; it is supposed that the shipper is satisfied 
with the cast and assay, having bought the bars from a reliable source. The 
Refinery, of course, will check the assays on its own behalf. 
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The next shipment is one of fine Gold bars from New York. 
These may have been refined in San Francisco or New York, and 
with their stamped value affixed, they are supposed to be at dis- 
posal. Now, they may either be taken to the Philadelphia Mint, 
when ^ per cent. Mintage will be charged, or they may be sold to 
shippers at ^ per cent, discount, which amounts to the same thing 
as far as the owner is concerned. The owner, however, is more 
frequently a shipping house, and as the slightest turn or prospective 
turn in the exchange will induce him to ship, so that he may be 
able to draw on London, the discount of ^ per cent, becomes the 
point to start from. 

2. Shipment op Fine Gold Bars to London. 
Invoice in New York. 

Bars weight ^^^^ ^^C^^^' 

4 183-250 995 3769-17 

5 195-630 996 4027*84 

6 177-350 997 365515 



11,45216 
One-half per cent, discount ... 57*26 

11,394-90 
Package and Drayage ... ... 1*10 

Cost in New York ... Dolls. 11,396-00 
Account Sales in London. 



Bars 


Weight 


Fineness 


standard 
Ozs. 


4 


183-250 


995 


198-909 


5 


195-630 


996 


212-560 


6 


177-350 . 
Standard ozs. .. 


997* 
. ... . • • 


192-892 




604-361 



*It is here assnmed that the assays torn ont alike on both sides. Any 
discrepancy in this respeot will fall on America, because the assays there are 
made to i per mille fine only, whereas in London they are made to i milli^me 
fine, thns on the average making the result more favourable to England. 
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604-361 Standard oz. @ 77s lOd per oz .• £2,351 19 6 

Charges fth per cent. 9 8 2 

Nett proceeds ... £2,342 11 3 

Giving an exchange o£ 

49*334 pence per dollar, 
Or 109-457 in New York, 

Thus showing, that whereas the shipping to London of snch bars 
should not takejplace, until, as before the exchange exceeded 109-900, 
it already takes place wJien the rate is slightly under the par of 109 1, 
—and in favonr of America, so that a premium of more than |^th per 
cent, is given by America in favour of the exportation of Gold. No 
wonder, then, that the market in New York is rapidly drained of 
such fine Gold long before its absorption is due. 

The third shipment from New York is one of United States 
Gold Coin, for when the Exchange market, prematurely exhausted 
in refinable and fine Gold bars, tends to further shipments of Gold, 
the banker is obliged to take Coin. Premising that he obtains new 
Coin for this purpose, although pieces quite fresh from the Mint 
cannot be always obtained, the following shipment is made : — 

3. Shipment of United States Gold Coin to London. 

Invoice in New York. 

1500 United States Eagles Dols. 15,000 

Package and Drayage ... 1*50 



Cost in New York Dols. 15,001*50 



* The bars are sold at 77s lOd per oz., on the supposition that they arc 
intended for shipment to France. Shippers to France might buy Gold from the 
Bank of England at 77s lOid per oz., but these American fine bars suit them 
well at 77s lOd, and as a matter of facty during the last 20 years, they havo 
been mostly absorbed for France. Remelting and reassaying are not charged, 
as the Bank of Franco does not require this. But if they had been sold to the 
Bank of England at 77s 9d, the difference arising therefrom and from remelt- 
ing and assaying would amount to about \ per cent., giving a rate of 109'637, 
still " within " the limit of 109-900. 
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Account Sales in London. 
6000 dollars 268*600 oz. 

5000 „ 268-575 „ 

5000 „ '268-650 „ 



805-825 oz. 



Sold to the Bank of England at 76s 3d per oz. ... £3,072 4 2 
Cliarges fth per cent, as before 12 6 9 

Nett proceeds £3,059 18 5 

Giving an exchange of 

48-953 pence per dollar. 
Or, 110-309 in New York, 

Showing this resnlt ; that, whereas the American Banker ought to 
be able to cover his drafts on England by fine Bullion at a cost 
of 109-900, he must now pay 110-309, and the rate of exchange 
must make one bound from 109*457 (the present rate for fine 
Bullion) to 110*309, or about |th per cent., in order to enable 
him to continue drawing on London. 

The Eagles have been sold to the Bank of England at 76s 3d 
per oz. (a set-off for this way of disposing of them will be furnished 
in the reshipments) but if they were melted down into bars and 
sold as Bullion to the Bank of England, they would yield a sHghtly 
more favourable result, say to the extent of one-half per mille. The 
importer of Eagles takes advantage of this (for what does he care 
for the storage of the Coins at the Bank, and on large sums the 
half per mille will tell) and so the greater portion of this beautiful 
currency at once goes to the melting pot. This must be borne in 
mind when the possible reshipment to America can take place. The 
above invoice also assumes that the exporter of Coin has obtained 
new pieces. It seems however that the United States Treasury 
very prudently (having lately found out the game) keeps back as 
much new Coin as it can, and for its sales of Gold selects worn 
pieces, and if no Treasury Gold sales have taken place, the shipper 
must endeavour to obtain Coin in the market. Very large parcels 
of such more or less abrased American Eagles have lately come to 
England, and if the abrasion amounts to but one-quarter per cent. 
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on a parcel, the resulting Exchange will be 110*580, when, of course 
the rate on London in New York mnst make the same leap. 

The shipments so far given are from New York to London ; let 
ns now assnme that the rate of Exchange tarns in favour of the 
United States, and that shipments from England to New York are 
made. The shipping of Refinable Gold Bullion to New York can- 
not under any circumstances take place, because in addition to the 
heavy Mintage charge, the charges for parting Gold and Silver in 
the United States are too high. Again, Europe does not produce 
Refinable Gold Bullion, although if there were no Mintage, and if 
Refining in New York were cheaper than in Europe, even this 
description of Gold might serve as a remittance home. At all 
events, cheaper Refining in the United States would have the effect 
of keeping both Gold containing Silver, and Silver containing Gold 
at home, and supply the market with fine Gold and Silver for 
exporting purposes. Fine Gold bars from Europe may, however, 
have to be sent, and have been sent at rare intervals. (See page 25) 
And in order to place them on the most favorable footing, I will 
here assume that the very American Bars which have previously 
been shipped from New York and sold in London, return thence at 
the Bank of England price. 

4. Shipment of Fine Gold Bars from London to New York. 

Invoice in London. 

Bars. 

4 f The same as before, being 604*361 ozs. 

5 > Standard, at 77s 10|d per oz. ... £2,353 4 7 

6 ) Package and Drayage ... ... 5 5 

£2^3^10 



Account Sales in New York. 
Sold to the Mint in Philadelphia, same Bars as before, 

value ... ... ... ... Dolls. 11,452*16 

Less Mintage, ^ per cent. ... Dolls. 57*26 

Freight and Insurance, f per cent. „ 45*90 

103*16 



Nett proceeds in New York ... ... Dolls. 11,349*00 
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Giving the rate of 

49*770 pence per Dollar, 
Or 108-499 in New York. 
It is assumed here that the Gold in question, being the identical 
bars stamped by the Mint or Assay Office, is brought back without 
further charges, the Mintage rate of one-half per cent, being deducted 
only, and payment from the Bullion fund taking place the next day. 
I have lately been informed that the Philadelphia Mint does now 
pay the next day, but I apprehend that if the arrivals of Gold bars 
became more frequent, the Bullion fund set aside for this purpose 
would not suffice for payments the day after, and delays of 7, 14, or 
21 days may be required. These delays, at 5 per cent, interest, 
would amount to about 0*108 per cent, per week, so that the 
Exchange might become 108*391, or 108*283, or 108*175, &c., as 
the case may be. If the bars were foreign Gold, the loss on the 
fresh assays might be one-fourth to one-half per mille, the United 
States assay being to one-half millieme fine only, so that the Exchange 
might vary between 108*1 to 108*400. I make these remarks 
because the actual state of matters in reference to the importing 
and realisation of foreign Bars in the United States is so uncertain. 
"With the exception of the years 1860 and 1861, when the small 
amount of 110,436 ozs. was sent, no English Bars whatever have 
reached the United States, even when the short Exchange fell below 
108* — , the business appears to be so uncertain and unsatisfactory. 
(Lately [September 1871] when the Exchange in New York upon 
London at 60 days fell to 108, and even to 10 7| for a day, and 
when Gold bars might have been sent, only about 7,600 ozs. of 
Coin were shipped, but no bars, and as the rate, within a week, 
again rose to 108|, no time was allowed to carry the operation 
into effect, and all further supplies ceased abruptly). The above 
rate of 108*400 is therefore the most favourable result possible, 
allowing however for the discrepancies in assaying, Ac. (but not 
for delays), I may do right in taking it at 108250. Comparing 
this rate then with the par of 109^, it seems that America requires 
a start of Ij per cent, in its favour before Gold Bullion reaches 
it. Now if the shipments of Bullion from New York to England 
also required the same margin, viz. an Exchange of 110*750, 
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the balance would be re-establislied, but not only do their shipments 
require less than 1$ per cent., but as I have shown on page 186, 
they cost but 109'457, or less than par. 

The next shipment from London to New York is one of United 
States Eagles, bought from the Bank of England at 76s 7d per oz. 

5. Shipment op Eagles from London to New York. 

Invoice in London. 
1,500 United States Eagles 

805-825 ozs., at 76s 7d per oz. ... £3,085 12 8 
Package and Drayage ... ... 6 



Cost in London ... ... ... £3,085 18 8 

Account Sales in New York. 
1,500 Eagles ... ... ... Dols. 15,000 

Freight, Insurance, &c., fth per cent. 60 

Nett proceeds in New York ... Dols. 14,940 

Giving an Exchange of 

49*573 pence per Dollar, 
or 108-930 in New York. 
This rate would seem a better one, and more in accordance with 
the par of Exchange ; naturally, for the Mintage charge of one- 
half per cent, has already been incurred on the Coin. Hence 
shipments of Eagles seem practicable when the short Exchange 
falls say to 108* f ;* miforimtately United States Eagles are difficult 
to obtain in Europe, for although large quantities are sent from 

* The reader must here be reminded again that all these calculations are 
made on the short exchange, whilst in New York the 60 days* sight exchange is 
quoted. So when the GO days' sight exchange is at say 108^, and interest in 
London stands at \ per cent, fur two months, the short exchange becomes 
109^, and 109*330 at 4 per cent. And as for practical shipments a profit of 
ith must at least be allowed to the banker, besides bill stamps, it follows that 
the long exchange must stand at about 108 to 108i before shipments of Eagles 
from Europe actually can take place. This rule must bo applied to all the 
calculations if they are made use of as indicators for actual transactions accord- 
ing to the 60 days' rate in New York. 
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New York they are mostly melted down at once (see pages 25 and 
187), and the Banks of England and France keep but small occa- 
sional stocks of them. So, although from 1858 to 1870, no less than 
14,291,257 oz. were shipped from New York, only about 2 per cent, 
of them, viz. 283,626 oz., came back to America (see page 25). 
And although in September 1871 the 60 days' Exchange in New 
York fell to 108 and 10 7|, and there were shipped from London 
(according to the Custom House returns) but 7,678 ozs. of Eagles, 
i,e, the whole of the small stock which the Bank of England 
held of unmelted American Coin. These Eagles were " abrased," or 
else they would have been melted. 

The third shipment is one of Sovereigns from England. The 
price of the full weight Sovereigns, according to the Mint regula- 
tion for fixing the value of foreign Coins, is Dols. 4*859. 

6. Shipment op English Sovereigns from London to New York. 

Invoice in London. 
3,000 Sovereigns ... ... £3,000 

Package and Drayage ... ... 6 

£3,000 6 

Account Sales in New York. 

3,000 Sovereigns at Dols. 4-859 ... Dols. 14,577-00 
Freight and Insurance fth per cent. ... 58*31 

Nett proceeds in New York ... Dols. 14,518-69 

Giving an Exchange of 49*596 pence, or 

108-879 in New York 
Or if the value of the Sovereign is taken, less the full one-half 
per cent, charge for Mintage, at only 4-83^ dollars, the Exchange 
would be 

49*842 pence per Dollar 
or 108-342 in New York. 
Or more favourable than Gold bars at 108*250. 

It is thus clearly shown that a foreign Coin, containing, if the 
Mint remedies, abrasion, &c., are taken into account, less Gold than 
Bullion, realises more than the latter, and can compete with the 
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Coinage of America itself. No wonder then, that as Eagles for 
return shipment are not to be had in Europe, that the importation 
of Bullion into the United States takes place in the form of such 
foreign Coin, as the returns furnished on page 25 clearly show. 
So, when in September 1871, as before stated, the Exchange fell to 
108 and 10 7|, showing a strong tendency to import Gold, after the 
small supply of 7,678 oz. of "abrased" Eagles in the Bank of 
England was exhausted, English Sovereigns had to be shipped. 
A more abominable result, " against the dignity of the people and 
the Coinage of the United States of America," can hardly be 
conceived. 

These fits and starts in the Exchange on London in New York, 
have but a slight connection with the rise and fall of the premium 
on Gold in the United States. A decline in the rate is supposed to 
be equivalent to a demand for Gold, but if a comparison is made 
between the quotations of Gold and that of the English Exchange 
for the last two or three years, it will be seen that the connection 
between the two is only partial, that frequently there is no corres- 
dence at all, whilst occasionally there is contradiction. Besides, 
what are the real results ? Is Gold actually attracted from England 
in any considerable quantity ? The only result of such a decline 
in the Exchange is an occasional spasmodic movement in favour of 
keeping Gold at home, preceded and followed immediately after by 
a rebound in the other direction. 

In order to show more conclusively the incongruities of the 
American system, I herewith subjoin for comparison the following 
calculations of Gold shipments between England and France. The 
supply in these countries consists— 

Firstly. Of Gold Bullion arriving from all parts of the world to 
the general market, to be disposed of by export or by sale to the 
Bank of England, at 77s 9d per oz. ; or the Bank of France, at the 
tariff rates — called Market Bullion, 

Secondly. The stores in the Banks of England and France, to be 
bought at 77s 10|d per oz., or fcs. 3444'4j4 per kilo. 1,000 fine, 
and a small premium, called Bank Bullion. 
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Thirdly. The Coinages, Sovereigns or Napoleons, called Coin 
Hullion. 

Now, when a demand for the export of Gold arises in either 
country, the shipper first endeavours to secure the arriving Market 
Bullion, as it is cheaper. The supply failing, he next has recourse 
to the Bank Bullion, for which he pays a trifle more ; and should 
the stock be exhausted, he must fall back upon Coin Bullion, i.e. the 
current Coin of the realm. The great business is done in Market 
Bullion, but if the Exchange moves further the Bank stores are 
attacked. So long as these last (and they are never exhausted), 
the shipping of Coin does not take place; and at rare occasions 
only, when sudden unexpected revulsions take place, are shipments 
of Coin made at all. The Par of Exchange between England and 
France, taking 77s 10|d per oz. standard, and fcs. 3,100 per kilo- 
gramme 900 fine (the Mint rates), is fcs. 25-22^ (25-2216) per £1. 
The tendency for shipping Gold from London to Paris commences 
when the rate falls below 25*22|r ; the reverse takes place when it 
rises above. 

Gold Shipments between London and Paris. 
1. English Market Bullion, 
Invoice of Fine Bars in London. 
200 ozs., 995J=Standard ozs. 217-163 at 778 9d...£844 4 5 
Charges J per cent. ... ... ... ... ... 2 2 4 

£846 6 9 

Account Sales in Paris. """"""""""^ 

Kilogramme 6-221, 995*5 fine, sold to Bank of 

France at fcs. 3,421-53 fcs. 23,285-34 

juLSsay ... ... ... ••• ••. ... J. 0\j 

fcs. 21,283-84 
Exchange resulting ... fcs. 25*148. 

2. English Ba/nk Bullion, 
200 oz., 995J=217,136 Standard oz. at 77s 10|d ...£845 11 7 
Charges J per cent 2 2 4 

£847 13 11 

13 
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AcoouNT Sales in Paris. 

Same as before fcs. 21,283*84 

Exchange resulting ... 25*108. 

3. English Coin BuUion, 
Inyoice in London. 

1,000 Sovereigns, fuU weight* £1,000 

Charges J per cent. 2 10 

£1,002 10 
Account Salbs in Paris. 
7*988 Kilogrammes at tariff rate for 916 fine, 

fcs. 3,148*29 fcs. 25,148.54 

Giving an Exchange of 25*082. 

Gold Shipments prom Paris to London. 

4. French Ma/rJcet Bullion, 

Invoice in Paris. 

6*221 Kilogrammes, 996*5, at fcs. 3,421*53 ... fcs. 21,28534 

Charges y per cent. 53*21 

fcs . 21,338-55 

Account Sales in London. — — 

200 ozs.=995J Standard ozs., 217*136 at 77s 9d... £844 4 6 

Deduct Assay ... ... ... £0 4 6 

„ Melting loss and charge ... 10 

14 6 



£843 10 



Exchange resulting in fcs. 25*297. — — — ^ 

5. French Bank Bullion. 
Invoice in Paris. 
6*221 Kilogrammes, 955*5, at fcs. 3,4215*3 ... fcs. 21,285-34 
Premium 1^ per mille ... ... ... ... 31*94 

Charges J per cent. 53*22 

fcs. 21,370*50 

Account Sales in London. 

Same as before ... ... ... £843 10 

Exchange resulting ... 25*335. 

* Full weight Sovereigns are not easily obtained in largo quantities, and 
every i per cent, abrasion lowers the rate by 6i centimes. 



SHIPMENTS OP GOLD BULLION AND COIN. 195 

6. French Com Bullion, 
Invoice in Paris. 

1,550 Napoleons, full weiglit f cs. 31,000-00 

Charges J per cent. 77*77 

fcs. 31,077-77 

Account Sales in London. 
321*500 ozs. Napoleons, at 7Gs 2|d per oz., sold 

to Bank of England £1,225 2 

Exchange resulting ... 25*367. 
Accordingly, it appears that when (from the par of 25*2215), the 
Exchange between London and Paris tnrns in faronr of Prance. 
By 7*3 centimes London ships Market Bullion to Paris 
By 11*3 „ „ „ Bank Bullion „ 

By 14* „ „ „ Coin Bullion „ 

And when the Exchange turns in favour of England — 

By 7'6 centimes Paris ships Market Bulhon to London 
By 11*3 „ „ „ Bank Bullion „ 

By 14*5 „ „ „ Coin Bullion „ 

The slight differences arising here are due to different assays, 
and whilst France charges a Brassage, the Bank of England charges 
l|d per oz., and insists on re-melting and treble assays. The 
Bank of England does not pay quite enough for Napoleons, as their 
supposed fineness is not kept up. Otherwise, placing the Par of 
Exchange of 25*2215 between these consecutive shipments a logical 
result appears,* the three forms of remittance, turning round the 
orbit, the true par, at regular distances ; the practicable range, in 
which, by market Bullion, the Exchanges can move, between 
fcs. 25*148 and fcs. 25*297, being 14*9 centimes, and when the 
charges of freight are deducted of one-half per cent, together, 
or 12^ centimes, the equalisation takes place at 2*4 centimes, or 
about xoth per cent. The range between Bank Bullion is 22 J 
centimes, or less one-half per cent, charges, 10 centimes or two- 
fif fchs per cent. ; the range for Coin Bullion need not be considered. f 

* Actual sliipmeiits are subject to slight discrepancies in assays and weight. 

t It is proper for me to state that these transactions refer to the time before 

the Franco- German War, since when a premium on Gold in France has made 
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In regard to the Exchange moyements between the United 
States and England no such logical and consequential settlement 
can take place, as the calcnlations on pages 183 to 191 show. The 
Par of Exchange between New York and London being 109 J, 
when the Exchange turns in favour of America 

By 0*226 per cent. New York actually exports market or Re- 
finable Bullion, instead of importing, 
„ 043 per cent. New York still exports even Bank Bvlllon^ 

and the Exchange must turn in favour of America. 
„ 1*250 per cent, before the importation of Bullion can take 

place on the most favourable conditions. 
„ 0*570 per cent, before Eagles can be re-imported, and then, 
as I have shown, they cannot he obtained. 
"I per cent. Sovereigns can be imported, and these form 

, ^ «r^ r practically the only Bullion remittance which America 
or 1*138 . 

J receives. 

The above two first items, then, belong to the " wrong side." 

When the Exchange turns against America, the market and 
the Bank Bullion having been previously exported, the Exchange 
must suddenly jump in favour of England, from the " Par.'* 

By 0*809, when the Gold Coin of the United States forms the 

only available remittance. 
It is impossible then to form a logical comparison between the 
three descriptions of Bullion against each other, as in the case 
between England and France. The actual range in which the Ex- 
changes may move, lies between the rate at which European Bullion 
at 108*250 and United States Coin Bullion at 110*309 can be dealt 
in, the range exceeds 2 per cent. ; and within it the sudden and 
scarcely explicable capers in the American Exchange take place. 
Deducting charges of shipping, two-fifths per cent, either way, or 
four-fifths per cent, together, a clear difference of 1^ per cent, 
remains, as " the dog in the manger,'* acting against American 
interests. European traders, accustomed to more steady rates of 
Exchange, a more steady contract basis between each other, take 



itself felt, but the French Bank and Mint are nevertheless able to absorb 
Bullion on these terms. 
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care, when they do business with America, to protect themselves by 
margins, and thns not only is the whole American trade with the 
outer world subject to a perpetual tax, but the American currency 
is exported and annihilated, and scarcely anything but a scanty 
supply of foreign Coins returns for it. It is idle to say that the 
distance between America and England has anything to do with 
this ; if BuUion is on the way between London and New York longer 
than between Paris and London, so are the bills and advices against 
it ; and the charges of shipping are two-fifths per cent, in the one> 
and one-quarter per cent, in the other case. Besides this, does not 
the telegraph bring New York and London near enough ? The 
causes of the disorganisation are nothing else than the high Ameri- 
can Mintage charge, the rates for Refining Bullion, the old-fashioned 
arrangements at the American Mints, and the New York Assay 
Office, which are far behind the progress of the times, certainly 
behind the improvements which a little investigation and close 
calculation would suggest as imperatively necessary. 

Now if in accordance with suggestions before made, as to the 
reduction of the charge for Mintage in the United States (see p. 33) 
to 1 per mille, the total charges amounted say to 1 J per mille, or one- 
eighth per cent., the price of fine Gold in the market of New York 
would become Dolls. 20*67183, less one-eighth per cent., i.e. at this 
rate " American " market bullion would either go to the Mint or be 
taken for shipment. The three fine bars shipped from New York 
to Europe (see p. 185) would then be worth — 

(1) As American Market Bullion, 

Invoice in New York. 

Three Gold Bars ... ... Dolls. 11,452*16 

Less one-eighth per cent. ... 14*32 

11,437*82 
Packing, &c. ... ... 1*10 

Cost in New York ... ... Dolls. 11,438*92 
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The account sales in London of the bars sold to 

the Bank of England at 77s 9d per oz. standard £2,349 9 1 
Less two-fifths per cent, charges ... ... 9 8 

£2,340 1 1 
Giving an Exchange of 

49*097 pence per Dollar 
Or 109-986 in New York. 

The three bars shipped from New York as Bank Bullion, ^.e. with- 
drawn from the proposed Bank in America, might either be bought 
at par (Dolls. 20*67183 per oz. fine), or with a slight premium, just 
high enough to make the shipment to Europe of United States 
Gold Coin less profitable, with a premium of say 1 per mille. 

(2) As American Bank Bullion. 
Invoice in New York. 

Three Gold Bars ... ... Dolls. 11,453-16 

Premium 1 per mille ... ... 11*45 

Package ... ... ... I'lO 

11,465-71 

Account Sales in London. 

At the price of 77s lOd per oz. standard in the 

market (as on p 186) ... ... ...£2,342 11 3 

Giving an Exchange of 

49-034 pence per Dollar 
Or 110-127 in New York. 

(3) As American Ooin Bullion, 

The shipment of Eagles to Europe (as on p 187), giving — 

48-953 pence per Dollar 
Or 110-309 in New York. 

So that a margin of 0-182 would be left for the protection of the Coin. 

Under the reduced Mintage charge the shipments of Bullion 
from London to New York would give the following results. The 
three Bars shipped — 

(4) As English Market Bullion. 

Invoice in London. 

The three Bars at 77s 9d per oz. standard £2,349 9 1 
Package ... ... ... ... 5 5 

£2,349 14 6 
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Realising in New York ... ... DoUs. 11,453*16 

Less |th per cent. . . . Dolls. 14.32 

Less Cliarges fth per cent. ... 45.80 

60-12 



Dolls. 11,39304 
Giving an Exchange of 

49*498 pence per Dollar 
Or 109-095 in New York. 

(5) As English Bomh Bullion, 
Invoice in London. 

The three Bars at 77s 10|d per oz. (see p 188) ... £2,353 10 

Account Sales in New York. 
(The same as before, presnming there was no extra 
demand for Gold) ... ... Dolls. 11,393-04 

Giving an Exchange of 

49-577 pence per Dollar 
Or 108-921 in New York. 
A shipment of Sovereigns from London to New York, which, 
nnder the Mint rule, ought to be melted down as Bullion, would 
show the following results : — 

(6) As English Coin BvMon, 

Cost in London ... ... ...£3,000 

Package... ... ... ... 6 



£3,000 6 



Account Sales in New York. 

£3,000 full weight Sovereigns melted into bar, 

weighing less in melting — 

Ozs. 770—916 fine * Dolls. 14,580-24 

Less Mintage charge, <feo.. 

One-eighth per cent. . . . Dolls. 18-22 

Freight, <fec., fth per cent. 58*32 

76-54 



Dolls. 14,503-70 



* This fineness presnmes good Coin much within the remodv. 
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Giving an Exchange of 

49*647 pence per Dollar 
Or 108768 in New York. 
Tlie Mint par of Excliange being 109498, it follows that under the 
improved system shipments of Gold conld be made. 

From New York to London. Difference from Par of Exohange. 

Market Bullion ... 109-986 0*488 

BankBuUion ... 110*127 0*629 

Eagles ... ... 110*309 0*811 

Prom London to New York. 

Market Bullion ... 109*095 0403 

Bank Bullion ... 108*921 0*577 

Sovereigns ... ... 108*768 0*730 

i,e, whilst England would require a rise in the Exchange in its 
favour of 0*488, 0*629 and 0*811, in order successively to obtain 
American Market Bullion, Bank Bullion and Coin, America would 
require but 0*403, 0*577 and 0*730 the other way, in order to obtain 
the same descriptions of English Bullion.* This U as it should he, 
for the charges of realising Gold in England are so much higher 
than the charge which I propose should be made by the American 
Mint or Bank. 

I have given these series of calculations in order to confirm, by 
practical illustrations (subject to the verification of those who prac- 
tically understand the business), the theory previously established. 
Speculative and " light-hearted " economists, not knowing how to 
calculate these matters, may feel inclined to denounce these 
calculations as " hair-splitting," I hope that there are others, more 
serious men, who will recognise the paramount importance of these 
small differences, and that the proper economical adjustment of 
these incessantly working items or fractions is a matter requiring 
the highest consideration on behalf of the national interests. 

If America accordingly adopted the plan of making the smalles 



* I have carried ont these calcnlations to three decimals. The results of 
actual shipments depend on exactness in weip^hts, assays, &c. These may 
produce differences in the second and third decimals, but on the average the 
above figures will illustrate the system. 
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practicable charge for Coining, the whole of her present dealings in 
Bullion would undergo a radical and most beneficial change. The 
Coinage, now being exported at such a prodigious rate, to the ruin 
of commercial relations founded on the same, would be protected by 
about one-fourth per cent, in favour of Market Bullion, and by 
nearly two-fifth per cent, through Bank Bullion. Bullion could 
re-enter the country at about 109 — whereas now it seems scarcely 
practicable at 108 (see p 189). It must however be distinctly 
understood, that this great and important change cannot be carried 
out xmless there is one central depot for Bullion, made available as 
Currency by Bank-notes ; it is impossible that a number of Banks 
can so deal with the import and export of Bullion, and carry out 
the policy of protecting the Coinage ; there must be one large Bank 
for the purpose, and if the other numerous Banks understand their 
interests and the real interests of the nation, they will not oppose, 
but promote the establishment of such a central national Banking 
institution in the United States of America. 



VIII.— The Consequences op the Gold Valuation. 

{See page 46.) 

The definite adoption of the Gold Valuation by the majority of the 
civilised States must involve its extension over all the other nations 
with which they stand in commercial intercourse. The idea has 
been mooted that America asud Europe might use Gold, and that 
East India and China might use Silver. A moment's reflection 
however will show that this division into two distinct portions 
is not tenable, for in the first place, they would thus be unable to 
settle the respective balances of trade by means of Bullion, and 
secondly, the lead of the civilised States would sooner or later be 
followed by the rest. The Gold Valuing States would consequently 
suffer from this advantage : they would be unable to make use of 
Silver from the other States, and they would be obliged to divide 
their stock of Gold with the other nations. The scheme of Universal 
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Coinage, as far as it has been discussed from the point of view 
taken by those in favour of the Single Gold Standard, requires for 
its basis, as admitted on all hands, a distinct system, either the 
Single or the Double Valuation, so that either the one or the other 
must sooner or later become universal. What would be the conse- 
quences of the Gold Valuation, or rather of the demonetisation of 
Silver ? According to the best estimates there are now used for 
monetary purposes* in the world, 3,500 millions of dollars in Gold, 
and 3,250 millions of dollars of Silver, together 6,750 millions. 
Will the introduction of the Gold Valuation affect the use and 
price of Silver ? Will it decrease the total amount of Mediums of 
Exchange? and what will be the effects, as far as the intercourse 
between mankind is concerned ? 

These matters can best be judged of by enquiring first: what 
results, as regards the use of Silver, appear where the Single 
Gold Valuation is in operation ? England affords the best example. 
The amount of Gold current in the country, and adding thereto 
the stock of Bullion at the Bank and elsewhere, may be taken at 
110 millions sterling. The amount of Silver Coin now current is 
estimated at between 13 to 15 millions, equal to from 10 to 12 per 
cent, on the whole metallic circulation. It must be distinctly under- 
stood that the present stock of Silver Coin in England cannot 
possibly increase; the law of legal tender, limiting payments in 
Silver to £2, is absolutely necessary in order to maintain the Gold 
Valuation, and it necessitates the abasement of Silver Coin, so as 
to prevent its exportation. Such Silver Coin, therefore, is Money 
which cannot be freely used, and which cannot be freely disposed of 
where it has accumulated ; hence large sums are occasionally lying 
idle in the hands of Bankers, and the British Government dare not 
issue more of such debased coinage for fear of bringing about its 
immediate depreciation. 

Assuming however that the practical maximum of Great Britain 
of 12 per cent, is not guiding for other nations (although there is 
no warrant for this assumption) and that as far as the rest of the 



* The accounts given above refer only to Coin or Bullion, without reference 
to jeweliy, ornaments, utensils, &c. made of the precious metals. 
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world is concerned, 20 per cent, may be the proportion whicli under 
the Gold Valuation can come into use, the following result would 
appear : 

There are now 3,500 millions of dollars in Gold used as Money, 
and 8,250 millions of Silver, but in future only 700 millions of 
Silver (20 per cent, on the 3,500 millions of Gold) could be used ; 
thus 2,550 millions of Silver would be thrown on the market to 
find employment in another way. What is to be done with this 
enormous quantity of Silver? Can it bo used for ornaments, 
utensils and domestic purposes? So long as the price of the 
metal remains as it is, there is no inducement or prospect of its 
being used more extensively for such purposes than now. Of 
course, as soon as the price fell 25 or 50 per cent, it might be used 
more freely in this way, but on no other terms than such a consider- 
able reduction in value can any increase in its employment for 
other purposes than money be at all expected, and even then it is 
doubtful whether such a prodigious amount as 2,550 millions of 
dollars can be absorbed. In addition to this stock the annual pro- 
duction of Silver in the world amounts to at least 75 millions of 
dollars per annum, and allowing 15 million dollars per annum for 
the abrasion of Coin, Silver plating, &c. in 30 years no less than 
1,800 millions, in 50 years no less than 3,000 millions, would be 
added to the general stock, so that say 5,500 millions of dollars 
worth have to be used. With the alloy customary for Silver plate, 
this quantity would be equal to about 5,200 millions of ounces. 

Supposing that all families whose income exceeded 1 ,000 dollars 
were in the habit of using solid silver plate ; assuming that in Great 
Britain (taking the income-tax returns as a guide, but with a very 
large allowance for inaccuracy) there were 250,000 of such families; 
estimating that in Europe and America altogether, there were two 
milHons, and in Asia and the rest of the world another one and a 
half millions of such famiHes, each of them would have to use, after 
the next fifty years, about 1,500 oz. of Silver in order to absorb that 
great sum before mentioned. Or if of the population of India, said 
to be so fond of Silver bangles, there were 30 millions of individuals 
able to indulge in these luxuries, each of them would have to carry 
a good weight, in order to absorb, say only one-half of the surplus 
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of the stock of Silver. However absurd the result of such reflections 
may seem, they can bear, on the score of extravagance, very con- 
siderable modifications, after which they wonld appear sufficiently 
serious to engage the attention of those who are ready to enquire 
into the whole bearing of the matter. 

It is evident then that the introduction of the Gold Valuation 
would throw an amount of Silver on the markets, which could not 
be disposed of unless the price of the metal fell 20, 30, 50 or 80 per 
cent. The question would then arise, whether the Silver Coin, 
which after all, under Gold Valuation, might remain current, could 
maintain its nominal value. Such Silver Coin, already abased — for 
the American half-dollar, for instance, has a metallic value of but 
48 cents, and the English five shilling piece of but 4s 7d, — would it 
be possible to maintain its nominal value if the price of Silver fell, 
say, 10, 20 or 30 per cent. ? ' Could the half-dollar circulate as 
60 cents if in reality its metallic value was but 40 or 30 cents, or 
less ? The power of Seignorage or the fqrce of legal tender may do 
much, but the supposition that they could uphold such a fictitious 
value is a foolish one ! The only remedy to meet this discrepancy 
would be that of increasing the size of the coins in proportion, so a 
half-dollar might weigh in future as much as a whole dollar, and 
more. Without reference to the immediate loss and the dis- 
organisation of the system, how would this contingency agree with 
the plea of the advocates of the Gold Valuation as to the com- 
paratively heavy weight of the present Silver Coinage ? Again, as it 
would be impossible to determine beforehand to what extent and 
how soon Silver would fall in price, if forcibly abolished, many 
years might elapse before the final level was determined. Prac- 
tically, therefore, the introduction of the Gold Valuation means the 
total abolition of Silver for the purposes of Coinage, and as Gold 
cannot be coined in pieces below, say two and a half dollars (for no 
tricks with alloys and by other means will get over this difficulty) 
there would be an end to all Metallic Mediums of Exchange now so 
conveniently made of Silver.* 

* The idea that small Bank-notes might be substituted for Silver Coins 
belongs to the category of ** financial alchemy." 
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It is very singnlar that the advocates of the Single Gold Valua- 
tion refuse to recognise the validity of these arguments. Not that 
they have ever brought forward any proofs refating their truth, but 
they have confined their opposition to the simple remark, " We 
don't believe this ; Silver will not fall in value ; it will be used 
for other purposes as before ! " Note the inconsistency of such 
an answer! The advocates of the Gold Valuation base their 
arguments against the Double Valuation principally upon the 
supposed fluctuations of the proportionate value between Gold 
and Silver, consequent upon the inequalities between supply and 
demand. But here, when not only the almost total extinction 
of any further demand, but actually the abolition of the use so far 
made is in question, they refuse to recognise that Silver will fluc- 
tuate, that it will fall in value. If their allegation, " that Silver 
will not fall in value " under this pressure of its almost complete 
abolition as a medium of Exchange is correct, they themselves 
furnish the strongest argument in favour of the Double Valuation, — 
in favour of the stability of the proportionate value between Gold 
and Silver. 

The demonetisation of Silver would consequently compel the 
world to rely entirely upon Gold as the only metal to be used by 
force of law as the Medium of Exchange. Its supply therefore, 
must be guiding for the future. How will this keep pace with the 
demand ? The discovery of the Calif ornian and Australian Gold, 
fields mark an era in the history of the world. Are we likely to. 
discover other Eldorados ? The world has now been sufficiently 
surveyed to deny this hope ; and although it is possible that in the 
inhospitable regions of the North, and the fever forests of the 
Tropics, there are hid deposits of Gold, yet cold and heat will ren- 
der them practically unworkable. It is a well-known fact that both 
California and Australia have fallen o& in their production of Gold. 
They will furnish it for many years to come, but at a declining ratio, 
until the production will cover only the amount annually absorbed 
by the abrasion of Coin, and its use in the arts, by the gilding or 
otherwise, estimated at several millions per annum. In the mean- 
time, both populations and commerce may incx'ease at a rate much 
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beyond that of the supply of Gold, and the time may not be far 
distant when the demand wiU, in its tnm, be hampered by short 
supply. 

The most serions matter however, as far as the Medimns of 
Exchange are concerned, is the prospective abolition of the 2,550 
millions dollars of Silver from the total of 6,750 millions of Metallic 
Money now current as Coin or existing as Bnllion. The 2,550 
milhons, ont of 6,750 millions, would be tantamount to about 38 
per cent. ; the whole sum of 3,250 millions would be equal to 48 
per cent. What would be the effect of this reduction on the con- 
tract basis as it now exists, and on commerce and civilisation ? 

The advocates of the Gold Valuation here again have furnished 
the argument proving the weakness of their cause. The discovery 
of California and Australia, ix. the supply of material used as 
money, brought about a rise in prices, which, under the theory then 
developed by Mens. Chevalier, was called a fall in the value of 
Gold. The rise in the prices of commodities was supposed to affect 
injuriously all so-called fixed contracts, interest from State debts, 
and other fixed incomes, and a great outcry was raised that the 
undue supply of Gold was disadvantageous to these contracts, for 
its possessors were unable to purchase the same amount of com- 
modities which they were able to procure before. Granting, for the 
moment, that there was no compensating counterpoise (of which I 
shall speak later on) to this seemingly one-sided and injurious 
effect, there can be no doubt that the theory was correct. An 
additional supply of money has the tendency to raise the value of 
commodities and property ; since, if an individual liaving a fixed in- 
come of say 2,000 dollars per annum, is compelled to pay prices, say 
20 per cent, higher than before, his income is practically so much 
reduced in value ; but bear in mind, the value of the labour, the 
produce and real estate, which are interests vastly outweighing the 
more or less accidental fixed income, is so much increased. 

Reverse the position now, and assume that instead of a sudden 
increase of the supply of Metallic Money, there had been somehow a 
sudden decrease in its total, does it not follow that the opposite effect 
must be produced, — that labour, commodities, and real estate must 
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fall in value, and that he, the individual with the fixed income, must 
profit from such a state of things, because he can buy cheaper, and 
his income becomes more valuable to him ? 

Such a sudden decrease in the amount of available Mediums of 
Exchange would be the demonetisation of Silver, and I allege that 
that which I have here familiarly illustrated by the effects on a 
fixed individual income, will take place on a grand and universal 
scale in all the relations between capital on the one hand, labour, 
goods and real estate on the other; that the demonetisation of 
Silver, abstracting say 40 per cent, from the Mediums of Exchange, 
or rather the violation of the contract basis upon which these rela- 
tions now rest, will be tantamount to a gratuitous addition to the 
power of invested capital and fixed incomes, whilst labour and 
property will fall in value. Whether this result takes place sud- 
denly, or gradually, (as the advocates of the Gold Valuation put in 
for an excuse), the principle involved remains the same, the wrong 
remains paramount. Thus the value of all State Debts (in them- 
selves immoral) would increase greatly, the burden of taxation 
wotdd become the heavier in proportion, and labour would become 
more enslaved than ever. There are persons who allege that the 
additional supply of Gold might soon make up the difference ! The 
folly of this assertion equals that of a man who wantonly scuttles 
his ship in the hope and expectation that he might get another to 
replace it. 

The whole of the misconceptions in reference to this matter 
originate in the false theory respecting supply and demand which 
has hitherto held sway. It has been the fashion to say : " the 
demand rules," and such doctrines have been held as " the value of 
money depends upon the demand for it." In reality the supply is 
the more powerfal agent, for it possesses the faculty of creating 
the demand, whereas the power of the demand to create supply is 
limited. The history of railway enterprises show what supply can 
do in developing demand, and the principle therein shown is active 
in every other direction. Indeed the supply is that, without which 
life and the whole intercourse of the world cannot go on. The 
increase of supply, of wbatever material it be, cannot have any 



208 APPENDIX VIII. 

other but a beneficial effect on the whole, and special interests must 
submit to the effects of such an increase. 

The special interests, before alluded to, those of the fixed con- 
tracts, may have suffered drawbacks ; the fault hes in the speciality 
of the individual contract, not in the development of the world's 
intercourse and the contingencies to which it is naturally subject. 
And those who have pleaded in favour of the fixed incomes have 
altogether overlooked the compensating counterpoise. This counter- 
poise, from which the special contracts have since again, at least in a 
great measure, recovered their former value, in the increased pro- 
duction. When prices of commodities rise in value, a stimulant is 
given to their production, which in its turn, by satisfying the demand 
sooner or later, is again accompanied by a reduction of the prices, and 
that this has been literally fulfilled, the present prices of commodities, 
some of which are lower now than before 1850, abundantly prove. 
The supply of the precious metals may be more spasmodic, for it is 
unnatural to suppose that it should take place in a mathematically 
regular manner ; the increased production may be slower, but it is 
surer, and in the end it must come up to the level. 

What then is the nett result when the production has thus 
arrived at the level, or is on its way to it ? It is increase simply — 
increase in the creation and existence of feasible commodities, com- 
forts and luxuries, intended to make life happy. Among these 
productions we must not only count material matters of necessity 
and luxury, but the productions of the brain, — those of the poet, the 
engineer, the scientific man, and the political economist,— they are 
just as much subject to the healthy stimulant of a supply of money 
as all other matters; and does not the welfare of mankind, its 
highest aim, the spread of civilisation, depend upon the progress of 
material and spiritual production ? The supply of Metallic Mediums 
of Exchange has assisted the world greatly in carrying out the 
splendid inventions, by means of which, during the last twenty 
years, commercial intercourse, personal comfort, and civilisation 
have made such wonderful strides. A stopJ)age will take place, or 
a retrograde step will be made, if the advocates of the Gold Valua- 
tion succeed in destroying the use of one of the precious metals ; 
they would commit a crime from which the present gCDeration may 
suffer, for which future generations may bitterly curse them. 
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In order to show the already delicate state of the question, I 
may here allude to a recent movement (September 1871) in the 
European market for Silver. Germany has received large payments 
of Gold and Silver from France, and her course, as regards the 
Valuation, i,e, whether she will adopt the Single Gold Standard, or 
the Double Valuation, is watched with some anxiety. As she has 
hitherto used Silver principally, and as her legal tender coinage in 
this metal may amount to between 60 to 70 millions sterling, her 
interests point towards the maintenance of the value of the latter. 
But there are many false economists who are trying to drive the 
Councils at Berlin to the immediate adoption of the Gold Valuation. 
In that case Germany must endeavour to get rid of her Silver Coin, 
and such an attempt has been made lately by a shipment of 
£500,000 in Silver from Stettin to London. The importance of this 
movement will be understood, when it is borne in mind that all the 
Exchanges are now in favour of Germany, viz. that there is a tending 
for the importation of BulHon, and so the above mentioned shipment 
of Silver, being made against the Exchanges, is a singular operation. 

The bare announcement that such a comparatively moderate 
sum in Silver was on the way to London, had the effect of lowering 
the price of Silver by 1 per cent., until actually the Bullion Brokers 
found it difficult to give a definite quotation of its price. It was 
riglffcly conjectured, that if Germany thus intended to commence 
the race of getting rid of Silver, that other European States (such 
as Holland for instance, which hitherto absorbed much) would be 
supplied by it, and that they in their turn, would have to guard 
against too great an influx of a material liable to fall in price by the 
movements in question. Now as the only other outlets for the 
Silver arriving in England are India and China, the question arose, 
can these absorb the whole arrivals, which hitherto they have not 
done ? But, besides these arrivals, can they absorb the Silver 
coming from Germany or elsewhere ? The question became still 
more complicated by the fact that, within the last two years. Silver 
from India and China had actually returned to Europe. At the 
rate of Exchange in India on London, prevailing in September 1871, 
Silver might have been shipped at 60 pence per oz. (whereas its 
price had been 61^ pence), but even at that rate, indicating a 

14 
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great fall in the value, the Indian market could not have been 
forced ; it could not be forced to produce commoditieB even if the 
price of Silver fell 20 or 30 per cent, or more. 

The serious effect of the small shipment of only £500,000 leads 
to the enquiry : what if the Germans send to England 10 millions 
or 30 millions, or more, of their Silver to obtain English Gold 
instead P I maintain that, with the constant arrivals from America 
and Mexico, the London Silver market would, under such circum- 
stances, break down entirely, and that nothing would stop the 
immediate large decline in the price — wherewith the ruin of aU Silver 
Coins would be accomplished. The Germans however, should they 
send a few more half millions of Silver to London, will find that 
this will not answer their purpose. In well-informed quarters it 
is believed that the above mentioned first shipment is but an experi- 
ment, — ^that in reality, the Bank of Prussia is so full of Silver from 
France that it must seek some outlet. Otherwise, the question of 
whether Germany will adopt the Single Gold Valuation or the 
Double Valuation has not as yet been decided, and will come before 
Parliament next session. 

Here then' arises the opportunity, before the question is decided, 
of some international agreement upon this most important point. 
The two nations more immediately interested in the matter are the 
United States and Germany ; the latter as the now leading power 
in Europe. The state of intelligence and political and social influ- 
ence in both coimtries fit them pre-eminently for this task, and 
other nations must ultimately concede. France, it is confidently 
asserted will remain faithful to the Double Valuation, and the 
only important opponent to the reign of the system is England. 
I freely confess that although, through her Indian empire, England 
is just as much interested in maintaining Silver as a valuator, there 
is but little prospect at present for a change in favour of Silver. 
The wealthier classes, the ideas and habits of Bankers and mer- 
chants, backed by the pompous doctrines of favorite English 
economists, who please these classes best by the unlimited praise 
and admiration which they have bestowed on the entire monetary 
system, will oppose the reintroduction of Silver, and the less fortunate 
classes possess too little culture to raise their voices on its behalf. 
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The* few, who have recently called public attention to the injustice 
of the Gold Valuation (see next page) are powerless at present, 
and meet with ridicule and abuse, but their efforts may sooner or 
later be successfal. 

Meanwhile however, England can be left out of the question, 
and if the United States and Germany come together, for the 
purpose of discussing and agreeing upon this matter, they have 
ample intelligence and sufficient power to determine and to main- 
tain the right issue. I suggest then that the American Govern- 
ment should invite the German authorities to a Conference. At 
this Conference nothing else should he diseussed hut the subject of the 
Valuationf i.e.. Single versus Double Standard, All other matters, 
such as identical or international coinage itself, and other subjects 
appertaining thereto, ought to stand over — ^the crowding in of 
questions and problems, so habitually undertaken at conferences 
of this kind, ought not to take place — the overwhelmvng problem, 
that of the Valuation itself, is quite enough to occupy the whole 
attention of the delegates. 

An anecdote in the life of the author may here serve the pur^ 
pose of bringing one of the "elements" in social science home to 
the reckless theorist. A party of gentlemen were standing on the 
beach near the Ocean house by San Francisco, facing the seal rocks, 
when a sea lion made his appearance, swimming towards the rock. 
Stones were thrown at him, but the distance was too great, the 
stones fell half-way. A young man of the party then took a Silver 
Dollar out of his pocket, and, before he could be stopped, hurled 
it at the animal. It fell into the boiling Pacific, whereupon an old 
gentleman (h^hly respected as a judge) made the following re- 
marks : "Young man, you have done a foolish thing. You have 
irrevocably lost to the world one of those bright pieces of metal, an 
agent, by means of which intercourse between man and man is facili- 
tated. You may have more Dollars, but think of what this piece 
znight have done in the hands of a prudent man. It might have 
served as a foundation for a fortxine ; Braved from misery and death, 
brought comfort, happiness, and morality. You have destroyed all 
these prospects ; you have committed a crime ! " 



212 APPENDIX VIII. 

The controversy between the Single and Donble Valnation was 
nnknown to the old gentleman, bnt his instinct and sense of right 
prompted him, in the land of Gold, to ntter this well-deserved 
rebuke to the perpetrator of the foohsh act. There are 2,550 mil- 
lions of Dollars worth of bright Silver, which the advocates of the 
Gold Valnation wish to abstract from the circulating mediums, in 
which effort the American people, by their undecided pohcy as to 
the use of the Silver Dollar, and by the abasement of the half and 
quarter Dollar, have hitherto lent them countenance. Let us hope 
that there are many among the Americans whose sound sense will 
perceive that the allegations made by those in favour of the Gold 
Valuation are false in theory and practice ; that the much vaunted 
doctrines of " the fluctuations in value between Gold and Silver," 
" the inconvenient weight of Silver to the rich," are nothing as 
compared with the enormous interests proposed to be sacriflced 
on its behalf, — mere cobwebs, which must be swept away by them. 



IX. — The Injustice of the Gold Valuation. 

(See page 4*7 ,) 

The consequences of the introduction of the Universal Gold Valua- 
tion, in their effects upon the suppression of Silver, will take place 
as soon as the majority of the nations begin to adopt the system. 
It can, however, be shown that, in the countries where the Gold 
Valuation now rules, notably England, great injustice is done to the 
interests of those classes of society whose intercourse is carried on 
by means of Silver Coins. As explained before, the strict law of 
legal tender is necessary in order to uphold the right of Gold solely 
to effect payments. The avowed intention of this law is that of 
restricting the use of Silver, and in order to protect the thus for- 
cibly limited stock of Silver Coins against exportation, it is neces- 
sary that these Coins should be under value, ^.e. have a large 
Seignorage affixed to them. The Gold Coins are issued freely ; the 
Silver Coins are only issued at the option of the State. The former 
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Tniist be tS/ken in payment by all to any amount, the latter cannot 
be paid away in sums beyond two pounds. The State, although it has 
made so large a profit on i}he Silver Coin, protiBcts itself against its 
return to its coffers by the same law of legal tender ; and this is 
necessary, for otherwise the State might be obliged now and then 
to take back and hold idle very large sums, and if such large sums 
in Silver Coin might thus be converted into Gold, the illicit and 
profitable manufacture of it by other parties than the Mint would 
receive too much encouragement. 

The monetary systems based on the legal tender of Gold alohej 
therefore, have two distinct descriptions of Coins,* viz. : The Gold 
Coins of full metallic value, with full legal tender rights, whose 
supply is free^ i.e., guided solely by the direct demand of commerce 
upon the Mint. The Silver Coins, of a despoiled metallic value, 
with right of tender limited to a small sum, whose supply is re- 
stricted, i.e, obtainable from the State only in an indirect manner. 
What consequences result from this distinction ? Are there none ? 

For the purposes of this enquiry it is perfectly immaterial 
whether these two descriptions of Coins are made of Gold and 
Silver, or of the same metal, say Gold, for that which must be con- 
sidered here is not the quality or weight of the pieces, but their 
relative nominal value. . Gold cannot be made into Coins of less 
than one dollar in value (and as I have shown, even this is an 
impracticable Coin) the size of 2^ dollars (the English half-sovereign 
for iastance) is scarcely the proper limit of size. Hence the above 
distinction may as well be stated as : 

All Coins above 2\ dollars in nominal, have fall metallic value, 
full legal tender right, and their supply is full^ &c. 

All Coins below 2^ dollars in nominal value contain less metal 
than they ought to have, with limited legal tender rights and in 
restricted supply. I maintain that this is again tantamount to 
saying: 

All menwho, for the purposes of their iritercourse with each other ^ 
and with others, can use, or are using Coins of the value of 2^ dollars, 
and upwards shall have full valued pieces, with full tender rights, and 

* The Copper Coinage need not be considered here. 



214 APPENDIX IX. 

as mvjch of these as they clwose to have coined m exchange for Metal at 
the Mint, 

AU men who, for tlie pv/rposes of their intercourse between therAsehea 
a/nd with others, use or cannot use other than 'pieces below 2| dollars in 
val/m, shall have despoiled Ooins, with limited tender right ; they shall 
not ha/ve tJie right of obtaining these themselves at the Mint in exchange 
for metal, but the State shall supply them if certain other parties (who 
deal in Gold) apply for them. 

To tliose who reflect upon this matter, if they are willing to set 
aside for a moment the fact that a despoiled half-dollar never- 
theless passes for a half-dollar, must recognise that there is an 
anomaly before them which can be considered without the fear that 
their intellects might lose themselves in abstract reasoning. The 
whole theory of money rests upon the representation by Coins of 
distinct stages and divisions of value down to the lowest fraction, 
In convenient arithmetical proportions; it is im|)lied, say, that 100 
pieces of one must make 10 pieces of another, and 1 piece of a third 
description, and vice versa. The whole must be divisible into pal*ts 
with absolute freedom ; hence the parts ought to be able in their 
turn to accumulate, with the same freedom into the whole. Can 
this take place unless both the whole and the parts have precisely 
the same characteristics ? Assuming for a moment, that on the 
score of fuU metallic value both descriptions had the same charac- 
teristics, and that there appeared to be no difficulty on that score, 
it is evident that the varying conditions of supply, viz. the free 
supply of the one, the restricted supply of the other, must hamper 
the freedom with which the whole should be able to dissolve itself 
into parts, and must make it difficult for the parts again to result 
into the whole; hence neither are able properly to fulfil their natural 
functions. 

In a previous part of this book I have stated my views in refer- 
ence to the superior force of supply. Without a free and natural 
Supply, as free and fall as natural contingencies will admit of, no 
proper development of the demand can place ; unnatural restrictions 
upon the supply of one thing, have the effect of weakening and 
sickening the demand for it ; and in this matter of the restrictions 
upon the supply of Coin below the Value of 2^ dollars, the despoiling 
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of the same by a certain per-centage, the limit of legal tender to five 
dollars or two pounds, for the determination of which no principle 
whatever can be bronght forth, such nnnatnral restrictions are for- 
cibly created. Contrasting these with the. Coinage from 2^ dollars 
upwards, which, in free supply, stimulates and encourages the 
demand, it must be admitted that the demand for the lower Coinage 
is at a great disadvantage — that it becomes restricted and crippled. 
And this, I contend, means the crippling and sickening of the inter' 
course carried on by meaiis of the lower Coinage^ the mutual inter- 
course between the classes of society, which for their daily wants 
and daily earnings are dependent on the proper supply of suitable 
Coins. 

I had the opportunity of reading a paper before one of the learned 
societies in London in reference to this subject. Before an English 
audience, composed for the greater part of men of that peculiar 
faith in the absolute excellence of their own institutions, the matter 
required a peculiarly delicate treatment. The following passages of 
the paper (after I had laid down some principles of supply and 
demand as I understand them) may be given here : — 

" Our (the English) monetary laws, as /ar as the Coinage of Qold is concerned, 
are fully in accord with the great principle inyolved in opening the door to a free 
supply. The Mint coins Gold free of charge, and however large the amount 
brougfat may be, it converts it into Currency. The Bank of England is bound 
to buy Gold at a fixed price, and sells it again at a trifling advance. This policy 
is pursued, avowedly for the purpose of securing the utmost possible freedom for 
the importation and exportation of Gold, the balance remaining on our hands 
representing the means by which we continue to expand or restrict our inter* 
national and our inland commerce. Here we must bear in mind that money 
has a twofold office to perform, namely, that of serving us for international 
trade, and that of serving us for exchanging commodities among ourselves. 
The connection between these two objects is evident, yet they can be considered, 
so to speak, as separate interest. We find, that wh^n money is abundant and 
becomes cheaper, a portion of the apparent surplus is used for investment in 
foreign securities and the consumption of foreign goods; another portion 
benefits intercourse inland, as it stimulates enterprise, encourages production, 
the exchange of comforts, and the demand for them. When money becomes 
dear and scarce, we endeavour to attract it here by offering a higher value for 
it, by parting with foreign claims, and economy is forced upon us» The 
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expansion and the contraction of our Cnrrency are watchwords in commercial 
life. Money is thns both the indicator and the regulator of our proceedings, 
and we have jast reason to be prond of this elastic and liberal . system. We 
realise the great theory of snpply and demand ; we leave the former, as the 
father of intercourse, at full liberty, and give him even encouragement t<o come, 
for, unlike other nations who impose a tax upon him by way of Mintage, we 
convert Gold Bullion into Coin free of charge. 

" We take care that the supply of Gold developes the demand for it. Our 
international trade, and tha^ portion of oi*r inla/nd cormnerce in which Gold serves 
as the principal MecUum of Excha/rvgey are in a most flourishing condition. 

" The italics here used must be borne in mind, so that you may understand 
me better when I place in juxtaposition thereto the assertion : that that portion 
of our inla/nd commerce in which Silver serves as the principal Medium of 
Exchange, is not in a flourishing condition, because the supply and the use of 
Silver Coin is conducted on principles ddoAnetrically opposed to those applied to 

Oold Coin. 

" The Mint coins any amount of Gold for those who wish to use it, free of 
charge or deduction, but it refuses to coin Silver for those who desire to employ 
it. The State alone issues Silver Coin to the Bank of England, but before 
issuing it, it takes away from 8 to 10 per cent, of the metal required for the 
purpose, so that 20s in Silver melted down are not worth more than a trifle 
over 18s. At the same time the State says : ' this Silver Coin shall not be legal 
tender for pajrments beyond £2 in value.* 

" These conditions, which refuse free supply, and at the same time suppress 
demand, can have no other effect than that of limiting the issue of the Silver 
Coin, instead of encouraging it, as in the case of Gold. It is clear that the 
interests connected with the use of Silver Coin must suffer accordmigly. 

" The question now arising is : Are there such separate interests P in other 
words, am I right in saying that a portion of our inland commerce is carried on 
principally by means of Gold Coins, whilst another is carried on principally by 
means of Silver Coins ? You may feel inclined to say, in a sweeping manner, 
that we are all mixed up together in this ; but that is not the case in actual 
practice. Just as there are rich and poor, as the one can earn or spend a piece 
of Gold with the same facility as the other can a piece of Silver, as there are 
classes in almost everything, so can you divide the inhabitants and the inland 
trade of this country into two classes, one of which uses Gold or Coins above, 
whilst the other must use Silver, or Coins below 10s in value principally. It is 
true the rich also use- Silver, the poor occasionally deal in Bank-notes and Gold, 
a certain amount of interlacing of interests takes place j but at whatever point 
the line of demarcation may be drawn, you must admit the distinction as a 
matter of fact. 

" One-half of the inhabitants may belong to the one, one-half to the other 
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division ; it is not easy to fix npon a line which suits the advocates of the Qold 
Valuation. Taking a day's labour as a fair standard, recognised as such by 
writers on social economy, I am entitled to say that all persons who do not earn 
10s a-day belong to the lower division. I may not be wrong in saying that 
more than one>half of the nation fall within this category.* 

" Now, if the upper division enjoys the advantage of a direct connection 
with international commerce, and a free supply of means of exchange for 
development of intercourse in all directions, why should the lower division not 
enjoy the same rights, at least for the purpose of encouraging and stimulating 
exchanges between themselves P 

" For the industrial classes, the.foreign trade and the power of the wealthy to 
give them employment, are no doubt important, and it cannot be denied that 
they participate to a certain extent in the benefits of its development ; but do 
not forget that only a section of the industrial classes are so employed. A very 
large proportion, the largest perhaps, draws its requirements and its modest 
earnings from mutual intercourse, without any special reference to international 
and wholesale commerce. They might do without the latter two, but they 
cannot do without dealing with each other. I conceive that this traffic is as 
important as the others ; I go farther, and say that it is the very foimdation of 
independent national life. The higher sphere, in England especially, enjoys 
moreover all the facilities of intercourse provided by bills of exchange, bankers 
accounts, clearing systems ; the actual existence of these advantages it is our 
duty to take into account. The number of transactions in the lower sphere is 
larger probably than those in the other, and the aggregate amount may not be 
inferior — the penny and the florin are there as important as the pound and the 
Bank-note elsewhere. The lower classes cannot expect the advantages of a 
direct connection with international trade, or those afforded by banking y but 
this they can expect, that in the traffic between themselves, so far as the 
Mediums of Exchange necessary to carry on and to develope it are concerned, 
the same principles of natural economy which supply the pound to others 
should supply the shilling to them. 

" Our monetary laws not only fail in doing so, but they make provisions 
directly tending to cowateract and weaTcen even the demand. Hence the i/nter" 
cov/rse between the louver classes languishes, hence the apathy, the inability to help 
themselves, thriftlessness, want of work, for^n convpetition notwithstanding, idle* 
ness, misery, starvation, pauperism, and crime. From this point of view the 
excessive pauperism in England is no paradox to me. 

" Here I run the danger of being told : ' This is all sentimental rubbish, for 
not only have we plenty of Silver in this country, and nobody complains of 

• ether writers have estimated that out of the 30 millions of inhabitants of the United 
Kingdom, no less than 22 millions were entirehf dependent for their daily wants and 
earnings upon the use of S^yer Coin. 
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being unable to get change for a Sovereign, but there is a largo quaDtity of 
Silyer Coin lying idle at the Bank of England and in Lombard Street, a plain 
proof that we have more than enough — ^that there is no demand for more, and 
if more were issued, it would depreciate in value.' 

" PeopleVho make these remarks are unable to appreciate the importance 
of economic principles of a wider rauge, such as you are familiar with. That 
there is generally sufficient chauge for a Sovereign, provided the Sovereign be 
there first, I admit, and I have no doubt that our bankers will gladly part with 
a stock of idle and useless Silver for Gold Mouey, just as everybody else must 
be glad to get rid of something bad for something good. The Bank and Bankers 
cannot dispose of Silver Coin as they can of Gold Coiu, because they cannot 
export it without a loss of from 8 to 10 per cent. They cannot pay it back to 
the State or the Bank of England, or make payments with it for securities, as 
they can with Gk)ld. It is quite clear if, under these circumstances, more Silver 
Coin were issued, that its value would decline, so as to add to the price of com- 
modities given in payment for it. Even now there are losses on it, as the banker 
loses the interest, and he accordingly avoids taking it from his own customers. 
If he does so take it from any large tradesman, he finds his quid pro quo in the 
account, or in other matters of a distinct and valuable set-off. 

" ' Butj' it may be said, ' if bankers lose interest on Money thus lying idle, 
that is not much. And if a tradesman with a large sum of Silver Coins in 
hand cannot pay it to his banker he must otherwise dispose of it, and that is 
not BO serious a matter !* ' Now,* so said a distinguished Member of Parliament 
to me, ' if you would show that the tradesman in question, in order to get rid 
of his Silver, mstkes a sacrifice for which he must recoup himself by adding to 
the price to be paid by the poor man for necessaries of life, I would make a 
noise in the House j we would " see it " then. I know that in the beer and 
omnibus traffic for instance, actual losses are incurred, but I cannot do much 
with beer in Parliament, it must be flour or something of that kind.' This 
desire to show larger losses, by which the poor would be actually robbed of a 
large portion of their earnings, will not be gratified so long as the stock of 
Silver is forcibly kept low; if these restrictions were removed the system 
would break down. The trace of suspicion that all is not right in this matter, 
is thus seemingly overcome by the fact that the wrong does not show much, that 
it cannot be clearly seen in large losses j but does it not seem singular that we 
should thus be able to deduct 8 to 10 per cent, from Coin, and place it under the 
disadvantage of limited tender, both very severe measures, without any visible 
disadvantages to anybody. The logician and the mathematician must, however, 
know that there is no cause without an effect, that no subtraction can take place 
without disturbing a balance j and the social economist, the less he sees the effect 
on the surface the deeper he must go to find it, the deeper must be the injury it 
is inflicting somewhere* And here lies the whole secret of the deception. On the 
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one hand it is said, that a shilling is woi*th a shilling becaase everybody takes it, 
and that as long as this is the case, it has the necessary parchasing power. On 
the other hand appears a direct contradiction thereto ; the Banks are full of 
Silver Coin, and their correspondents in the country implore them in vain to 
take Silver off their hands, they must refuse because nobody will take it. The 
single shilling is taken up to £2, because the law compels its acceptance, and 
there no substitute for it is allowed, but above £2 it loses its purchasing power. 
When reminded that if any single thing is good, any greater number ought to 
be good in equal proportion, the admirers of the system avoid the paradox by 
saying : ' Oh, the Silver Coin is intended only for payments of £2, and that 
does not matter much.' 

" However little it may be thought to matter, on the many millions of daily 
transactions below £2, it must amount to a considerable aggregate. 

" But this, I contend, is but the least part of the evU ; there is another 
effect, still more severe, a consequence of the easy saying : 4t does not matter 
much.' I maintain that the penalty of all the incongruities connected with 
the Silver Coinage, just because they cannot be seen so as to shock the intellect 
of every one, is the forced limitation of its issue and the suffering of the people 
to whom its use is important. 

'* The supply of Silver Coin must be poised or restricted so as to avoid the 
danger of depreciation and the consequent complete collapse of the system, for 
even now, considering the losses which Bankers and others sustain by the idle 
stocks, we are near the brink of these eventualities. I go so far as to assert 
that the severity of this restriction reduces the amount of Silver Coin which 
might legitimately be used in this country for the development of intercourse 
between the lower classes to less than one-third, and the apparent useless 
surplus in the hands of bankers is but an additional dead weight oppressing the 
supply. 

''I can now lay before you short comparative statistics respecting pauperism 
and commerce, which will go far to confirm my allegation that our monetary 
laws, however favourable to international and the large inland trade, are un- 
favourable to the smaller intercourse, and create pauperism. 

"Prom an excellent work in German, entitled *Das Armenwesen; or, the 
State of Pauperism and the Poor Law Legislations in European States.' by 
A. Emminghaus (P. A. Herbig, Berlin), I compile certain particulars which 
although the author himself acknowledges that they are not complete, and not 
thoroughly reliable, on account of the various distinctive features in leglislative 
matters, are yet very carefully prepared, and sufficiently reliable as indications* 
According to his researches there were :— 
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Countries. 


One Pauper for 

the Following Number 

of Inhabitants. 




Great Britain. 
From 1856 to 1868 


20-83 to 22-22 

20-60 to 56-05 
64-94 „ 6618 
29-94 „ 52-01 
38-91 „ 66-85 

36-00 to 30-14 


C or 4| per cent, 
(^of the population* 


Germany. 
Pmissia — 

Prom 184Q to 1861 


Saxony — 

From 1856 to 1864 


An average 
for 


Wurtemhurg — 

From 1855 to 1866 


• Germany of 2^ per 

cent, on 

the population. 


Bavcma — 

From 1855 to 1867 


J'rom other Grerman States the^ 
returns are incomplete ) 

France. 
From 1863 to 1860 


C or 3 per cent. 
(^ of the population 





" Under the term pauper, all persons receiving, or having at any one time 

received, relief are comprised, i.e. permanent and casual poor. The annual 

average cost of each pauper, amounted in — 

£ 8 
Great Britain to* 7 6 

Germany to 1 8 

France to - 10 

'* These figures are, of course, subject to the consideration that the poor laws 
differ. In France nobody can claim relief from the public, but the figures given 
are taken from the returns furnished by the Bureaux de Bienfaisance. In 
Germany the Communes support the poor, but they are assisted also by con- 
tributions received from taxes on luxuries, fines, &c. In England the poor can 
claim relief, but the returns here made refer only to public support, they do not 
include the relief afforded by private asylums and kindred institutions. 

"In France the three paupers per hundred inhabitants cost £1 10s ; in 
Grermany, the 2i per cent, cost £3 3s j in Great Britain, the 4| per cent, cost 
£33 16 8d, and although the number of paupers in England is not in such 
enormous excess, yet the cost shows how permanent, how intense pauperism 
is in this country. 

" Now let us take, for argument's sake, the favourite measure of national 



* The rate per head of the cost of pauperism in England and Wales is rather higher 
than that stated above for Great Britain. The average annual expenditure for the relief of 
the poor during the three years ended with Lady-day 1869, was £7,377,000 ; the average 
annual number of paupers for the same period was 981,000} the cost per pauper was 
therefore £7 lOs 6d.— (Ed., S. J.) 
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prosperity, the Custom House returns of imports and exports. For 1868 they 

were (* Statesman's Year Book') — 

£ £ B 

Great Britain and Ireland 522 millions, or 17 4 per head 

Germany 290 „ 7 19 „ 

France 295 „ 8 - „ 

" The proportions between these figures and the cost of pauperism, taking 
France as 1, appear as 2\ for Germany, and as 51 j- for England. I am quite 
aware that you can quarrel with this method of comparison, but I may still ask 
you the question, would France and Germany have as much pauperism as they 
have now, if their commerce and industry had the same relative extent as 
yours ? You may say i * Yes j it is just because we are a manufacturing country 
that we have this pauperism.' I may say: 'but there are other manufacturing 
countries, notably Saxony, where this is not the case, and how can the vwrymg 
phases of prosperity in manufacturing produce this permanent pauperism P' 
And if in order to please this convenient excuse for pauperism, I reverse the 
method of calculation, the result is still 1 for France, 2-^ for Germany, and 10 
for Great Britain. You may further claim that your system, giving paupers 
the right of relief, incresises their numbers. I grant this: but I may say that the 
system does not reach all the poor, the secretly suffering and starving, the 
wretchedness outside the workhouse, on the streets and roads. Private charity 
also, through asylums and kindred 'institutions for relief, attends to a vast 
amount of poverty, not to speak of the large proportion of dependent 'retainers' 
in the service of the wealthy. I mention these matters in order to show that I 
am aware of what may be said on all these x>oints, and to avoid needless 
discussion. Take all into account, the alleged deamess of living, the effects of 
the laws concerning property, and sundry other causes brought forward in 
explanation of our pauperism, there still remains a large balance unaccounted 
for, and I am satisfied, if from the figures given you receive the impression or 
the conviction that such is the case. 

"Above all stands the enigma why we, undoubtedly the most loyal, the most 
religious, the most moral, and the wealthiest people in the world, should at all 
be troubled with pauperism. 

" I now beg to lay before you certain figures relating to the amount and 
description of Currency for each head of the populations. They are compiled 
. from the best sources at my disposal; I give them in round numbers. 

" In Great Britain the total circulation of Bank Notes, Gold, Silver and 
Copper Coin may be taken at 134 millions sterling, an average of £4 8s per 
head. Of this sum, 14 millions are Silver and Copper Coins (13 millions of the 
former, 1 million of the latter), or 10 J per cent., or 9s 4d per head. The whole 
of this divisionary Coinage under the value of 10s' is token Currency under the 
bane of the law of legal tender. ^ large proportion of the Silver Coin how- 
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eyeae, mast be taken as lying absolutely idle ; I do not mean that Silver which 
goes in and out of Banks as change, but actual useless stocks of Coin awaiting 
customers. I am perhaps not far out if, including three-quarters of a million 
at the Bank of England, I estimate the whole at li million. This would giye 
8s 4d per head in circulation. 

''In Germany, the total circulation of Notes, Gk>ld, Silyer and Copper 
amounts to about 100 millions sterling, or £2 14s per head. Of this sum about 
two-thirds consists wholly of Silver Thalers at 8s, and Guldens at Is 8d, which 
are full legal tender, and serve as divisionary Coins at the same time. But the 
lower Coinage also, down to the one-sixth of a Thaler (or 6d), are good, i.e, 
they are, in spite of their appearance, of full metallic value, and serve as legal 
tender. * Scheidemunze,* or token currency, begins with the one-twelfth Thaler 
(about 3d), comprising but a moderate amount. In comparison with our 
English system, which so distinctly divides the diyisionary Coinage from the 
other, and makes the former all token, it is difficult to say what portion of the 
German Coinage is really divisionary. Assuming, for this purpose, that 40 
millions sterling may be taken as such, we obtain 22s per head. Germany uses 
a great deal of foreign Grold Coin, but being about to adopt a fixed value for 
that metal, she may hereafter coin and retain more of her own Gold pieces, 
and so improve her international trade. 

" In France, the whole of the circulating mediums, Bank Notes, Grold, and 
Silyer Coin, may be stated at 300 millions sterling, or £8 2s per head, of which, 
50 millions are in Bank Notes, from 170 millions to 180 millions in Qold in cir- 
culation, and from 60 millions to 70 millions in Silver (including Copper). The 
greater part of the 60 millions or 70 millions in Silver are 5-franc pieces, which, 
together with the 5-franc Gold pieces, and compared with our English system, 
are divisionary Coins, but of full legal tender value ; and estimating the total 
of the divisionary Coinage at 80 millions sterling, we find 43s per head. Until 
recently the whole of the French Silver Coinage, including the 1-franc pieces, 
were of full value ; since 1867, the 2-franc pieces and those below have been 
debased, and limited in tender, like the English Silver Coinage, but the period 
elapsed is too short to judge of the efiects of this measui*e. 

" Compare now the figures here given with those of pauperism, they show 
that the cost of pauperism is greatest where the amount of divisionary Coinage 
is the smallest, viz. : — 



Great Britain 
Germany .... 
French 



Ck)8t of Pauperism. 



£ s d 
33 16 8 

3 3- 

1 10 - 



Divisionary 

Coinage per Head 

of Population. 



£ s d 
- 9 4 

12- 
2 3- 
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" Make every allowance for possible inaocuracies, whioh on a field of iaqniry 
<if this kind are nnavoidable, and you will admit there is some correspondence 
between them. The value of figures becomes especially perceptible when 
situations can be brought about such as I have shown here, and the inferences 
are plain. 

" I do not wish to appear dogmatic, by saying that all the pauperism in this 
country is due to the unfair treatment to which the supply of the lower Mediums 
of Exchange is subjected ; there are, no doubt, many other causes to which it 
can be traced. I am also willing to admit that the lowest Coins, such as the 
small Silver, and notably the Copper Currency, must of necessity have the cha- 
racter of tokens, but that, in my opinion, is a sufficient evil. I think, however, 
that in condemning all Coins below the value of 10s to the position of tokens 
at a fictitious value, we go to an extreme, for which some one must suffer. The 
very suspicion that this suffering falls on the }>oor and industrial classes, the 
proof that pauperism is so intense, and is regarded by many philanthropists 
and socialists as the rock upon which the splendid prosperity of this country 
may one day be utterly wrecked, quickens the beating of my pulse, and makes 
me think that all the arguments for the convenience of unity of standard ad- 
vanced in support of the Gold Yaluatioiiypale to nothing before these considera- 
tions. 

** Those who know that I am an advocate of the Double Valuation may now 
expect that I contemplate bursting upon them with the recommendation that 
England should adopt that system in order to set these matters right, and they 
may have prepared the customary arguments belonging to this controversy. I 
can spare you the hearing oi them, by saying that the subject of which I have 
spoken is not so much that of Gold versus Crold and Silver combined, as that of 
legal tender Coin against token Coin. Instead of making these tokens of Silver 
they may be made of Crold. Gold pieces of 6s might be coined, and 2s or even 
Is pieces, with the addition of more alloy to render them heavy. And if on 
these pieces we allowed the Mint to retain 10 per cent, of metal, and placed 
them under the same restrictions as to legal tender, we would have precisely 
the same proportions of supply as we have now, and the same results and argu- 
ments would prevail. Now, tree your minds from all the dogmatic sayings and 
writings which from time to time have been brought forward for and against a 
token Coinage, and imagine that we had this complete Gk>ld valuation, the Coins 
being 20s and 10s pieces in free supply and with full paying powers, and 5s, 2s, 
and Is pieces in limited supply, short in weight, and with restricted tender ; 
would this arrangement make ' any difference * in any direction ? If you answer 
' no,* then why do you not extend the token character to the 20s and 10s pieces, 
and allow the State to secure the large profit on them P There is no principle 
in social science to which you can appeal to justify you in saying 10s is the 
limit at which a Coin is of ftiU value. 
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" The easo with which many people pass oyer the fact that oar Silver Coiiw 
are despoiled of thoir fall yalne, looks as if the problem of ' eating an apple 
and of keeping it too/ had been solved by them. The haphazard thought in- 
Tulved in this, so contrary to good sense and justice, and offensive to a trained 
mind, ought to give way to logical reasoning. 

** The whole theory of Money rests upon the fact that dividons into Coins 
of greater or lesser valae are required to suit every movement and every 
interest, and therewith the interest of the whole. If it were not so, what need 
should wo have of Sovereigns P We might say let a £100 piece or Note be of 
full legal tender value, and let all divisions below this amount serve merely as 
change. This, upon reflection, would lead to a complete stoppage of the func- 
tions of Money. 

" The. reasons and facts here adduced entitle me to say that the system of 
valuation introduced into this country has been very disadvantageous to the 
poorer classes. Permit me to point out to you generally, that although before 
that time various States had made the attempt to introduce tokens or debased 
Coins, yet these attempts were made on the whole Coinage, and broke down 
immediately. Your system of 1816 is the first which attached a large token 
Coinage to the principal full valued Coin, an experiment, so to speak, of the 
efifects of which we can now judge. 

" The study of the history of the introduction of this system certainly shows 
that its authors had regard to the question of single standard, and I am willing 
to make every concession to the good motives which animated them in this 
respect, although I agree with others as to the doubtfulness of the absolute 
truth of the dogmas connected with this subject. At that time an increase in 
the supply of Silver was anticipated, and not, the contrary, an increase in Gold 
through California and Australia. In accordance with my views on supply, I 
am of the opinion that this country would have done better if it had opened the 
door to both Gold and Silver ; the benefits of such a policy would have exceeded 
the supposed inconvenience of what is often misnamed the 'alternate' 
standard. Independent of these considerations, the study of the introduction 
of the Gk>ld Valuation in 1816, leaves the impression that the authors wished to 
guard against an undue exportation of Silver, in support of ideas which are 
now happily exploded. Clause 9 of the old Act also shows that the opening of 
the Mint to the public for the Coinage of Silver was held in reserve, subject to 
* proclamation,' but the proclamation was never made. It is curious also that 
the Bank of England has the right of holding one-fifth of the stock of Bullion in 
Silver, although it has not done so for many years. This shows that the legis- 
lators of 1816 were less firm in their views than the defenders of the Gold 
Valuation are at present.'* 

The paper then proceeded to suggest the use of a fall valued 
Silver Coin of the value of 4s (the Dollar). The introduction of 



THE INJUSTICE OP THE GOLD VALUATION. 225 

this piece would be an addition to the English system, without dis- 
turbing any of its essential features. A supply of from £10,000,000 
to £20,000,000 of such Silver Dollars might remain current in 
England, and thus the poorer classes would gain a considerable 
addition to the means of Exchange necessary for intercourse between 
them. 

The paper then concluded : — 

" Yoa will appreciate the motives wbich induce me to propose this as a 
compromise. At some f atnre time, when other intelligent nations have settled 
or assimilated their systems of Coinage, we may be in a position to gain a better 
judgment in reference to the whole question of Valuation, and shape our course 
accordingly. 

"I have alleged that the efifeots of our present system of debasing the ' 
quality and limiting the expansion of our Silver Coinage are found in the 
pauperism, starvation, and crime which unhappily weigh upon this country, _J 
and embitter even the lives and lessen the prosperity of the wealthy. The 
system lessens the power of the Grold pound itself, for the due quantity of the 
divisionary adjuncts is not present in order to secure the full benefit of its 
power, and from insufficient supply the latter fail in their turn in their efforts 
to capitalise into Sovereigns. 

" Are overcrowding, thrif tlessness, and vice, and the usual charges brought 
against the labouring classes, the real causes of the mass of pauperism in 
England ? Admit at least that some part of them may be symptoms only of 
a deeper complaint. Our national wealth enabling us to bring plenty of food 
to this country, we cannot say that we are overcrowded for want of nourish- 
ment. That which is wanting beyond nourishment and raw material is the 
application of labour to commodities interchangeable between the labourer and 
the foreigner through the export trade, the labourer and the richer man through 
the home trade, and between the labourer and his equal. Stimulate this 
mutusJ labour, but do not suppose that the statistical accounts of exports and 
imports and the returns of the Bankers' clearing-house ai*e the true indications 
of our national happiness, the inner life is even more important. 

" In many questions which are supposed to affect the interests of the lower 
orders, and with them presumably those of the superstructure, the higher ranks, 
the social democrat can raise a cry, and rightly or wrongly, carry the masses 
with him to the verge of insurrection. Fortunately, or unfortunately if you 
like, subjects of currency are difficult to the understanding of men of this class. 

*' This makes the functions of a society like this all the more important. 
Assemblages of men of your experience and thoughtfulness are rare, and the 
opportunities of ventilating a subject like this are few and far between. 

** In bringing this matter before you, I must apologise for the manner in 
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whicli it has been done. I liave been obliged to cover an extensive ground, 
and to make allnsions to many things which might otherwise become subjects 
of discussion without being directly connected with the essence of the matter. 
This essence concerns principles of social economy contained in the following 
questions : — 

" Is it necessary, in order to promote the due development of intercourse, 
that there should be a free supply of money P 

" What effect is produced by a free addition to the supply ? Does it not 
increase the demand ? 

" Is it not evident that such a free addition is not only a desirable, but also 
a necessary element for the development of intercourse ? 

** Our Gold Coinage being conducted in accordance with those principles^ 
our Silver Coinage in direct contradiction thereto, does it not follow :— 

** That an addition to the supply of our Silver or token Coinage is more 
than totally impossible P 
Hence, that those whose intercourse is carried on principally by these Coins — 
lacking the necessary element for its development — suffer disadvantages which 
separate them from the general interests. Hence their efforts are limited, 
their labour lamed, entailing a train of evils, in the race and turmoil between 
which the original cause of the mischief is overlooked, excepting by those whom 
Providence has given heart and reason capable of deeper perception. These 
inquirers may perceive that the practical suggestion made by me in reference 
to a full-valued Silver Coin, offers the advantage of an expedient capable of 
ameliorating the hardness of the present system without disturbing it. 

'* Permit me to make one addition to these remarks : aware of the nature 
of the arguments which may be brought forward to-night, I request you to be 
on guard against quotations from the opinions of eminent economists who lived 
before this day and before 1848, the period which has so totally changed the 
aspect of the question of valuation. We must investigate this matter anew, for 
what is the use of societies like this if they are to pin their faith to the opinions 
of their forefathers and others P 

** Again, you may hear strong pleas more or less connected with matters of 
so-called practical convenience. The object of societies like this is to investigate 
whether such practices correspond with the high principles of truth and justice, 
which are those of the great social Economist above us ; who, amongst other 
malpractices, must disapprove of financial alchemy ; and the assumption that 
you can take away 10 per cent, from a Coin, and place it under restrictions as 
to use, without producing a correspondingly injurious effect on the interests 
connected with it, is thoroughly alchemistical. There is no subject in social 
science which, from its apparent obtuseness, offers so many inducements for 
taking refuge in convenient dogmas, as this question of Currency. But none 
of these can ever set aside the great principles of equity and justice j in matters 



THE INJUSTICE OP THE GOLD VALUATION* 227 

appeariog so intricate to many intellectSi they cannot be violated without 
severe penalty — ^let these great principles of equity and jastice be the refuge — 
they are the best solvents of all problems of this kind. At all events, for the 
sake of those interested, or for oar own sakes, let us vindicate them as far as it 
is in onr power to do.** 

The views expressed in the above extracts are shared by many 
deep thinkers and philanthropists in England, although they take 
various ways of complaining and suggesting remedies for the ame- 
lioration of this frightful injustice. Colonel Tomline, M.P. &c., 
(whose letters to the Fvinire should be read, as well as the leading 
articles which that journal has published in reference to the 
matter) succeeded, by a law-suit against the Chancellor of the 
Exchequer, in opening the Mint to the public for the coinage of 
Gold, and he intends to try the same course in reference to the 
coining of Silver ; but unless he succeeds in convincing the public 
that full valued Silver coins must be coined, the opening of the 
British Mint for the coinage of Silver would be an evil instead of a 
good. For, as long as the present debased Silver coinage exists, it 
must not he increased ; the country is full of this bad coin ; a surplus 
of it cannot be exported. Among the general public in England, 
voices are raised for an additional supply, — the one wants more six- 
pences, another shillings, a third half-crowns, a fourth wants a new 
1| shilling piece, — all forget that, unless such coin is full valued, 
t.c. capable of being used for its pure metallic value by remelting 
or exportation, it must not be added to, for fear of depreciation. 
The cage is fall, nothing can be added, nothing can be taken from 
it ; the intercourse between the lower classes is confined within the 
limits of the cage, forced to retire within it, to gain breathing space, 
and totally unable to expand. 

In the above extracts I have treated this subject from a wider 
range of research, and I have succeeded in convincing several 
economists of the importance of this subject. Controversies in 
reference to it which have taken place before this time, seem to 
have had but a partial effect, they turned chiefly about and 
resulted finally in the theory of the so-called " Wages Fund." 
The intellect of certain English economists devoted to the theory 
of the " Wages Fund," as the very term implies, seems to reach 
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no higher than that the indtLstrial classes must earn "wages*' 
from the higher classes, — the independent life, hetween the indus- 
trial classes, that which is the most important, seems to have 
escaped their notice. It is fortunate for the nation at large that 
her immense industrial power, her natural resources, her com- 
mercial and happy arrangements in other respects, and the general 
progress of civilisation in all parts of the world, have led to a 
continued increase in her international trade, from which the 
wealthier classes benefit accordingly. And although this increase 
of production is more due to improved machinery than manual 
labour, yet the latter has a share in this benefit, whilst the unem- 
ployed, at all events (by way of the increasing power of the wealthy 
to keep them froin starvation by enforced or voluntary charity) 
continue to exist. The cancer is nevertheless eating its way into 
the vitals of the social organisation.* Unfortunately the majority 
of the leaders of social democracy in England are either ignorant 
men or wild schemers. They know and feel that there is something 
wrong about the English Currency, that the poorer classes are lamed 
for want of Mediums of Exchange. They are totally unable to 
comprehend a course of reasoning such as is here attempted. 
Instead of investigating the principles upon which the actual 
Coinage, the only true Medium of Exchange, is issued, they propose 
schemes for the emission of many millions of "National Paper 
Currency,** damped somehow hy the State, as being as good as 
Money ! ! They overlook the fact, even were it possible to issue 
such stuff, " dividing many millions even among the people,** 
that capitalists would soon obtain the most of it, and thus " enslave 
labour *' more than before. No wonder that the educated sympa- 
thisers with the welfare of the people shrink from making common 
cause with " stupid '* Republicans of this kind, — no wonder that 
such schemers are a curse to the interests which they have under- 
taken to defend. 



• The criticism which the writer has bestowed upon certain portions of 
the English monetary Bystem mnst be looked upon as that to which a patriot 
has the right to consider himself entitled. 
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In the United States of America the Silver Coinage (the half- 
dollar and coins below) has also been debased, and the limit of legal 
tender fixed at 5 dollars. The Government alone provides the issue. 
The operation of this Act began in 1853, and scd;rcely nine years had 
elapsed before the rebellion began, when the abundant Paper issue 
commenced! The effects of the measure therefore had no time to 
manifest themselves. Previous to this, too, the many 1 dollar Notes 
and 1 dollar Gold pieces mitigated to some extent against the evil, 
and, in a country where there is so much space for all, the surplus 
of poor or paupers can to some extent be drained off to agricultural 
pursuits. Nevertheless there can be no doubt that the same evil 
consequences to the labouring classes must ensue if the Mediums of 
Exchange suitable for their use are restricted and placed under 
pressure, and in the great cities and centres, where the population 
is denser, as well as in the districts in the West, signs are not 
wanting that something is amiss in this respect. The increase in 
the power of capital, the greater dependence of the labouring 
classes upon mere wages, is manifest, and the voices which have 
been already heard in bewailing this evil and in firing hatred, are 
npt altogether the baseless insinuations of demagogues. Let tb^ 
American people take time by the forelock, so that, amidst the rush 
of interests at work, they may not forget the great importance of 
the principles of equity involved in this matter. The neglect of 
these principles will act like an insinuating poison, which some day 
may seriously hamper the welfare of the rich no less than that of 
the poorer portions of the people, and it is questionable whether the 
latter would submit to bear all that the loyal, hard working Hnd 
starving lower classes in England are now bearing with the same 
patient suffering. 

In a former part of this book I have stated that the smaller 
Silver coins, as well as the Copper coins, must continue as tokens. 
" Sufficient is the evil thereof." 
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X. — The Repining Processes. 
{See page 61.) 

• Reprinted from " BvzLios and Foreign Exchanges.** 

The business of Befining Bullion, where it is carried on on a 
large scale, requires spacious and well-appointed premises. Tall 
chimneys must be erected, to carry off the smoke of the furnaces, 
and the fumes of the Acids used in the process. On the outside a 
Refinery looks very much like an ordinary manufactory. 

There are four or five large Refineries in London, which almost 
exclusively share between them the Refining of Bankers* Bullion. 
Two of these establishments are worked in connection with eminent 
Foreign Banking Firms. 

A number of smaller Refiners also carry on the business ; but 
their operations are mostly confined to the purchasing and re- 
melting of old Jewelry and Plate. We believe that only a few of 
these actually Refine even their own meltings, as it is more con- 
venient to sell the Bars to the larger Refiners, according to Assay. 

The proportion of Bullion coming into the market from these 
sources is but small ; the great bulk of the material is derived 
direct from the Gold and Silver producing districts, or from the 
large Bullion centres, where the article is dealt in for Banking 
purposes. 

The object of Refining is to obtain Gold and Silver in a state of 
purity. So, besides the parting of Gold from Silver, provision has 
to be made also for the removal of the baser Alloys, especially 
Copper, which is so often found in Bullion. The Refiner may be 
able to utilise, to a certain extent, the product furnished by the 
baser Alloys ; but this is a matter which does not enter into our 
calculations here, where we have to deal simply with the parting of 
Gold from Silver. 

This parting is effected either by Nitric Acid or by Sulphuric 
Acid. Gold, as we have already had occasion to state, resists the 
action of all Acids, except the Nitro-Muriatic ; neither Nitric nor 
Sulphuric Acid, cold or boiling, has the slightest effect upon it. 
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But Silver is easily attacked by these two Acids. Nitric Acid 
will dissolve it even in the cold. Hot Nitric or hot Sulphuric Acid 
will very quickly convert it into Nitrate or Sulphate of Silver, 
which both are soluble Salts. 

A piece of pure Gold may be put into Nitric Acid, and boiled 
in it for hours, without tarnishing, or losing one atom of its weight ; 
whereas a piece of Silver put into cold Nitric Acid becomes in- 
stantly discoloured, and turns black ; the Acid around it becoming 
turbid and agitated ; and, when heat is applied, the Silver piece is 
speedily dissolved ; the liquid acquiring a dark muddy colour, and 
turning quite black upon exposure to the light of the Sun, 

It is upon this well-known different deportment of the two 
metals with Acids that the process of parting is founded. 

The Refiner purchases the Refinable Gold and the Dore Silver 
upon invoices. On entering the Refinery, a due account is taken 
of the several quantities of Gold and Silver in the Bars before the 
latter are allowed to pass into the hands of the workmen. 

It is indispensable, for the success of the operation, that the 
weight of the Silver in the Bars should be at least double that of 
the Gold; and it is even expedient that it should be still much 
larger. Where the proportion of Gold in a Bar is greater than one 
to two as compared to the Silver, the Bar cannot be refined by this 
process, as the particles of the former Metal will so envelope and 
protect those of the latter that the Acid cannot get at them to act 
upon them. Whereas, with a large excess of Silver, the Gold 
particles are more disseminated through the mass so that the Acid 
can act freely upon the Silver. The larger the proportion of Silver 
in a mixed Bar, the more rapid is the action of the Acid upon it ; 
however, the most suitable proportions for the purpose are about 
four parts of Silver to one part of Gold. 

It is for this reason that the Refiner always seeks to buy 
Refinable Gold (Gold containing Silver), and Dor6 Silver (Silver 
containing Gold), in such quantities as will make up these propor- 
tions as nearly as possible. He thus manages to effect two partings 
at one and the same time. At present the supply in the Bullion 
market is pretty regular ; occasionally, however, there is a scarcity 
of either Refinable Gold or Refinable Silver, and slightly higher 
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prices than usual are offered for the scarcer article of the two. In 
Australia and in other parts, where there is much Gold, with no 
continuous supply of Silver, the refiners are obHged to keep on 
hand a large Stock of Silver, to melt and refine with the Gk>ld over 
and over again. 

The subjoined illustrations will show the advantage of operating 
jointly on Refinable Gold and Bore Silver Bars : 

A Bar of Califomian Gold, weigh- 
ing 200 oz. 850 fine, containing 
accordingly .,, ... ... 170 oz. of Gold 

to ... ... ... ... ... 30 oz. of Silver 

And 
A Bar of Dor6 Silver, weighing 
800 oz. 900 fine, with 10 oz. of 
Gold, and 70 oz. baser Alloy, con- 
taining accordingly 720 oz. of Silver 

10 oz. of Gold 
melted and refined together, will 
yield for product ... ... ... 180 oz. of pure Gold' 

750 oz. of pure Silver 

The complete parting of the Gold from the Silver in the 
Californian Gold Bar is entirely due here to the presence of the 
large proportion of Silver in the Dore Silver Bar. Were it not for 
this great excess of the latter Metal in the mixed Bar cast of the 
two, the parting of the Gold from the Silver in the Califomian 
Bar could not be accomplished. 

When the Refiner has succeeded in mixing his Refinable Gold 
and Silver Bullion as nearly as possible in these proportions, batches 
of Bars, to the value of £25,000 to £50,000 at a time, are given out 
to the foreman of the operative department. 

• The Bars are first sent into the melting house, where about 
800 ounces of Silver and 200 of Gold are placed in a crucible, 
melted down, and well stirred together. Instead of casting the 
mixed metals again into Bars, the melter proceeds to ladle out the 
fused Mass, and let it drop, in a thin stream, from a height of 
three or four feet, into a tub of cold water, which, is kept cool by 
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means of a ninning tap. The fiery Gold and Silvery stream enters 
the water with a spurting and hissing noise, attended with the rise 
of steam from the fluid, and the Metal instantly hardens, and splits 
into fragments ; whick — ^^white-hot at the surface, red-hot an inch 
below it — a. moment afterwards shine with a bright, silvery glitter, 
and cool at the bottom of the water, where they are finally found 
collected in a heap. 

This process is called Grcvrmlation, and the object of converting 
the Bars into Grams is to give the Acid as much surface of Metal 
to work upon as possible. A solid Bar, even with the most suitable 
proportions of Silver and Gold in it, would take a much longer 
time to dissolve than these grains, which present all sorts of jagged 
and fantastic shapes, not unlike bits of tinfoil melted in a candle 
flame. 

The metal grains, dried and weighed, are now ready for the 
chemical B«fining process. The Parting may be efEected either by 
Nitric Add, or by Sulphuric Add. 

NITRIC ACID METHOD.— The granulated Gold and Silver 
Alloy, or garhle, as it is technically termed, is put into large stone- 
ware vessels, and the proper quantity of Nitric Acid is poured over 
it. A dozen or more of these vessels are ranged closely together, 
upon a sand-bath furnace. A wooden dome, or hood surrounds 
them, with an opening at the top, leading into the flue of a tall 
chimney, so as to carry ofi" the pungent nitrous red fames, which 
are copiously discharged from the hot Acid. 

After a few hours' boiling, some of the fluid, which is then 
heavily charged with Silver, is drawn off into a vessel, and put 
aside ; a fresh supply of Acid being added to the residuary mass 
in the vessels. The same process is repeated until all the Silver is 
dissolved ; when the vessels are cold enough to be handled, the 
remaining liquid is poured off into the same, vessel which has 
received the first portions of the solution. 

At the bottom of each stone vessel a dark brown, muddy 
deposit is found. This is pure Gold, in a pulverulent state, wet 
with the remains of the Nitrate of Silver solution. Water is then 
poured into the vessel, and the mass stirred about ; when the 
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Deposit settles again, the fluid is poured off, and added to the 
other portion of the solution. A number of washings, with careful 
draining each time, are required to remove to the last traces of 
Silver remaining. The washings are of course also added to the 
Nitrate of Silver Solution. 

The brown powder is then taken out of the vessel, dried by 
heat, and carefully weighed. People who have never seen Gold in 
the pulverulent condition would hardly take this brown stuff to be 
the King of the Metals ; strong compression, however, will force 
its particles into cohesion, when the surface will shine here and 
there in patches with a yellow glimmer. A pinch of the powder, 
rubbed between the finger ends, will give a slight coating of a dull 
Gold colour. Rub a few grains of it against a sheet of glass or 
some other polished surface, and the side rubbed with it will glisten 
with Virgin Gold. 

The dry powder is then melted in a crucible ; shortly after it is 
turned out in the shape of a Bar, which is unmistakably Gold; 
heavy, smooth, soft, brilliant, ekudfiiie. 

There remains now the Silver to be reduced from the Nitrate to 
the Metallic state. 

The solution of Nitrate of Silver collected from the stone vessels 
requires dilution before it can be properly acted upon. Water is, 
therefore, added to it copiously, and the diluted fluid is then poured 
into a large vat, called the precipitating vat. A solution of common 
Salt is added to it there, wlien a thick white mass, like clotted 
cream, instantly forms, which increases in bulk as more of the 
Solution of Salt is added, and settles finally at the bottom of the 
vat. The deposit formed is Ghlorlde of Silver, 

The combination of the Nitric Acid with the Silver had in this 
process, in the first instance, formed Nitrate of Silver in Solution. 
Nitrate of Silver, or Lunar Caustic, as it is often called, is one of 
the Salts of Silver. It is well known to Chemists and Photo- 
graphers. Common Salt is Chloride of Sodium. The afl&nity of 
Silver for Chlorine is so strong that it will leave any other sub- 
stance with which it is allied in a Solution to combine with Chlorine. 
Sodium has an equally strong affinity for Nitric Acid. Therefore, 
so soon as a Nitrate of SUver solution comes into contact with a 
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Chloride of Sodium solution, the two metals — so to speak — exchange 
partners ; the one combining with the Chlorine to Chloride of Silver, 
the other, after previous oxidisation to Soda, with the Nitric Acid 
to Nitrate of Soda. The white precipitate forming in the mixed 
solution is so characteristic of this reaction, that very slight traces 
of Silver may be easily detected in a solution by the simple addition 
of common Salt. After the addition of the solution of Salt, the 
fluid in the vat is well stirred, and the white Chloride of Silver 
precipitate is allowed to subside to the bottonu The supernatant 
liquid above it is then tested, by further additions of Salt water, to 
see whether it still contains Silver. So long as white flakes con- 
tinue to form. Salt is added, until further addition ceases to produce 
a precipitate. An excess of Salt is finally thrown in, to make all 
sure. After stirring, the mass is left at rest, to let the precipitate 
fairly settle. The clear supernatant liquid is then drawn ofl^, and 
the Chloride of Silver Deposit repeatedly washed, to remove the 
excess of the Salt. It is then collected, and transferred to a suit- 
able receptacle, to let the water drain off. 

The drained Chloride of Silver is, by the next process, reduced 
to the metallic state. The Chloride is transferred to large shallow 
pans, and diluted Sulphuric Acid is poured over it. A quantity of 
Zinc grains (granulated by pouring melted Zinc into cold water) 
are distributed over it. Hydrogen Gas begins to bubble up, — ^the 
Chlorine leaves the Silver, — and around the pieces of Zinc the 
white precipitate begins to show discoloration, and to crumble away 
into a dirty grey powder. The Zinc grains are slowly moved about, 
when the reducing action becomes general ; and, after a while, the 
Chloride of Silver is all converted into what seems to be grey mud^ 
The fluid portion is then removed, and the residuary fragments of 
Zinc are carefully washed, to detach the last particles of Silver 
adhering to them. 

The grey mud remaining is simply — Silver. This is then 
collected and washed; when thoroughly dried, it will show its 
silvery nature on being rubbed upon a polished surface. It is now 
pressed into cakes by strong hydraulic pressure. The dried cakes 
are melted in crucibles, and cast into solid glistening Bars of Fine 
Silver. 
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It is proper here to remark that this process is, indeed, the 
quickest, but certainly not the cheapest. Nitric Acid is much 
more expensive than Sulphuric Acid. Still, the Nitric Acid pro- 
cess is very convenient, where large buildings cannot be erected, 
and where there is an inadequate supply of Silver, compelling the 
Refiner to keep a stock of that Metal specially on hand ; and where 
the Refiner has to deal with Gold and Silver alone in the Refinable 
Bars. But where other Alloys — Copper, &c. — are present in the 
Bullion, which, as a matter of course, will dissolve together with 
the Silver, the method is less suitable. The Copper, for instance, 
is entirely lost ; which, though the value of that metal may be but 
small, is yet a matter of some moment at least. 

The Mints of Philadelphia, San Francisco, South America, and 
some other countries, still use the Nitric Acid process. One of the 
more important London Refineries, being cramped for space, also. 
'paiis Bullion still by this method ; but all large estabHshments in 
London, -France, and Germany have now adopted the new French 
or Sulphuric Acid method.. 

SULPHURIC ACID METHOD.-r-The granulated Gold and 
Silver Alloy or garble is boiled in Sulphuric Acid in iron vessels 
lined with Lead (this latter metal not being much affected by 
Sulphuric Acid). A somewhat greater degree of heat is required, 
and a longer time. The Sulphurous Acid fumes, which are 
copiously disengaged during the ebullition, must be carried off, 
through proper openings in well closed hoods, into the flues. 

When the whole of the Silver is dissolved to Sulphate, the Gold 
is found at the bottom of the vessel, in the same state as in the 
Nitric Acid process. The supernatant Silver solution is carefully 
decanted off, and the pulverulent Gold deposit is washed, dried, 
and finally melted into Bars of Fine Qold. 

The decanted Solution, to which the washings of the Gold 
powder are added, contains the Silver in the fonn of Sulphate. It 
must be kept hot to prevent the crystalHsation of this Salt. It 
is diluted with water, and drawn off into large elongated holders 
lined with Lead, and a number of pieces or plates of Copper are 
suspended in it. In obedience to the general chemical law — that a 
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baser Metal, by reason of its greater affinity for Oxygen, will 
reduce a nobler Metal from its solution in an Acid — the Copper 
combines gradually into the Acid, forming Sulphate of Copper, or 
blue Vitriol, whilst the reduced Silver in the pulverulent form 
subsides to the bottom. When all the Silver has thus been 
eliminated — which is ascertained by testing from time to time a 
sample of the blue liquid, in a suitable glass, with Copper, to see 
whether further precipitation takes place or not — the blue solution 
is drained off. The Water Silv&)\ or Silver Lime (as the precipitate 
is called by the English ; Ghavx d^a/rgent by the French), is washed, 
pressed, dried and melted into Bars. 

The blue solution afterwards passes through a process of evapor- 
ation, effected by heating and atmospheric action combined, which 
requires very extensive arrangements of holders and vats ; it is 
ultimately refined, and crystallised into that well-known substance, 
blue Vitriol, or Sulphate of Copper. Where the mixed Bullion 
operated upon contains Copper as an Alloy, the latter Metal is 
dissolved along with the Silver in the process of ebullition, 
and passes with the Silver solution into the precipitating 
apparatus, wbere it is left behind in the fluid as Sulphate, after the 
precipitation and removal of the Silver, increasing thus to the 
quantity of Blue Vitriol ultimately obtained. 

A great portion of the Sulphuric Acid is also regained, which, 
after purification, is fit for further use ; whereas in the Nitric Acid 
process the solutions of Nitrate of Soda and Sulphate of Zinc are 
lost, as well as all the Nitric Acid. In the Sulphuric Acid process 
nearly all the material can be utilised; the last produce — ^the 
crystallised Sulphate of Copper — ^has a market value, varying 
according to supply and demand. 

The sulphuric acid method is that which ought to be adopted in 
the United States. It is the most economical ; most of the residue 
acquired, including the refuse of inferior metals, can be turned into 
value. 

The new process of refining Gold by the chloride process (i.e, 
the use of chloride gas), as invented by Dr. Miller and used at the 
Australian Mints, is also worthy of the attention of scientific men 
in the United States. 
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XL — Improvements in the Process of Coining. 

(SeejpcLgeSd). 

On page 33, after speaking of the desirability of reducing the 
charge for Coining to 1 per mille, I have stated that the French 
Mint is worked under contract at a charge of about 2 per mille for 
Gold, and a British Mint Master stated that he could work Gold 
at about 1*6 per mille. The machinery in both the French and 
English Mints being somewhat antiquated, it is not unreasonable to 
suppose that, with considerable improTcments in it, the charge of 1 
per mille would be found suitable. The American Mint machinery, 
in some particulars, is better than that of European Mints, but on 
the whole the processes are alike. 

Are these processes, and the machinery used, as perfect as they 
should be P It cannot be expected that they should be ; for, although 
a great advance has taken place in all that concerns mechanical arts, 
State Mints suffer from the disadvantage of being monopolies, not 
liable to the healthy influence of competition. A private manu- 
facturer, in seeing or discovering improTements, can throw aside his 
old machines and use better ones, but the director of a Mint cannot 
make alterations without the authority of the Government, which 
shuns outlays of that kind. It may also be said that Government 
institutions generally are not anxious to bring about economical 
reforms. It can be shown that in the present processes of Coining 
considerable improvements may be introduced. The subject is a 
technical one, but I will endeavour to make it clear to readers not 
versed in the technical processes, for by so doing the public, as well 
as the legislators, may better appreciate the necessity for making 
these reforms. 

The conversion of Gold and Silver Bullion into Coin takes place 
in three principal stages :— 

1st. The metal is Standarded, i.e. the proper quantity of alloy 
is added to it, when it is cast into bars of a certain shape. 

2nd. The bars are rolled between powerful steel rollers in order 
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to flatten them out until they obtain the thickness required for the 
Coin, when round discs of the size required are punched out of 
them by a machine. 

8rd. The discs (blanks or planchets) are to all intents and 
purposes Money, but they require the impression to render them 
current. This impression is given to them under the Coining press. 

The first proceeding: the Standarding and melting down, as 
well as the last : the stamping of the discs, are simple and easy 
manipulations, rapidly performed ; but the second series of 
operation, that of converting the bars cast finally into planchets, 
is the difficult part, taking up a great deal of labour and time, and 
causing the most expenditure. 

I beg herewith to lay before the American reader part of a paper 
submitted to the British authorities, and published by me in a 
German book. The description given has reference to the process 
at the British Mint, but it can serve for the purpose of comparison 
with the American Mints. 

The metal, after having been duly Standarded, is cast into bars 
or rods, about 2 feet long by If and 1 inch wide, and 1 inch thick. 
In the British Mint the thickness has lately been reduced, while in 
foreign Mints the bars or rods are shorter, flatter, and now and then 
still thinner ; but whatever the thickness may be, in the casting of 
these bars, a practicable limit must be observed, and it seems agreed 
that ^ an inch is about that limit. I am not, at this moment, aware 
of the exact dimensions used at the American Mints. 

The bars are then passed through a succession of powerful 
rollers, in order to reduce them to the thickness of the Coin, which, 
of the Sovereign for instance, is about one-twentieth of an inch. 
Thus rolled, the bars are converted into flat ribbons, or jillets (as 
they are called), and the discs or planchets are punched out of them. 
These planchets are the pieces of Money, requiring but the stamping 
process to render them fit for current Coin. The discs, being all of 
the same size as regards diameter, it is also necessary that they 
should be of the same thickness, so that they may have the same 
precise weight. It follows therefore that the ribbons of metal from 
which they are punched out should be of equal thickness through- 
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ont ; and tlie degree of exactness required for this purpose will be 
perceived, wlien I state, that a difference of one-ten-thousandth 
part of an inch makes the Sovereign either too light or too heavy, 
and the piece must either be rejected or adjusted. 

But even when the rolling is successful in rendering the ribbon 
accurate in thickness, there arises another difficulty. The density 
of the metal in the various parts may be different. All metals can 
be compressed, and on the spots where they are more condensed, 
their specific gravity is greater than in other parts less compressed. 
Here then are the chief difficulties of the process. Elaborate 
and frequent successive rollings take place, during which the metal 
becomes brittle, and requires several annealings (an expensive and 
troublesome proceeding) to render it soft again and fit for further 
working. Frequent gaugings and tryings are required in order to 
ascertain, at the various stages, how the work progresses, and many 
rejections are made before the fillets are pronounced fair work ; and 
even when, in the end, the coins are punched out and checked over 
again, a proportion of from 20 to 25 per cent, still requires rejection 
after all the cafe and trouble thus taken. The loss of time, power, 
and labour is thus considerable, and constitutes, as I said before, 
the chief expendiiure attending the "business of Coining » 

The light Coins, and other spoiled work, moreover, must all go 
back again to the melting pot ; the heavier pieces, to be sure, may 
be filed down. This filing down cannot well be done by machinery 
(although a creditable attempt has been made in that way), and 
hand labour alone can properly adjust the overweight ; and this is a 
most expensive and tedious process when millions of pieces are in 
question, and adds greatly to the cost of Coining, not to speak of 
the loss of filings, which, in spite of all care and precaution, must 
take place. Nevertheless, several foreign Mints use gangs of hands 
for this purpose, and work their planch ets, or blanks, to a slight 
overweight, relying upon the hand adjustment and a lesser quantity 
of absolute rejections. The Masters of these Mints claim that they 
produce results superior to those of machine weighing, as in use at 
the British Mint, while the latter claims superiority for its own 
method, which consists of much greater endeavours to render the 
ribbons as accurate as possible, and subsequent weighing by 
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Cotton's antomaton balances (poising 20 pieces per minute), by 
which one-fonrth to one-fifth of the Coins are rejected. The 
elaborate process, the time, labour and expense, with the final resnlt 
of so large a proportion of useless work, seems to have settled down 
into a kind of fate, to which Mint operations appear to be subjected ; 
and if we have the right to presume that the mechanical progress 
of the age must have brought Minting to a state of perfection, no 
more need be said about the matter. But I can show that the 
whole of these difficulties are caused by the unscientific and uncouth 
methods of casting and rolling now in use. Imposing and perfect 
as the machinery of a Mint appears to a visitor, the scientific man 
and the engineer will nevertheless be able to appreciate the dis- 
tinction between the present method of casting and rolling and the 
improved method, both of which I will now describe. 

THE PRESENT PROCESS. 

(British Mint.) 

CASTINQ*. — The metal, Standarded and in fusion, is poured 
into iron ingots forms, a series of which are held upright in an iron 
frame. The inside of these forms (for Sovereigns) measures 1 inch 
thick by If wide, and 24 inches long ; it is greased or oiled before 
the cast is made ; and the forms are slightly warmed, but, in com- 
parison to the great heat of the fluid Gold, they are, to all intents 
and purposes, cold. Now, when the cast is made into these cold 
moulds, and the top at a (see sketch on next page) be watched 
during the second or so it takes in setting hard, it will be 
observed that, at the moment of setting, the centre of the surface 
suddenly sinks in, forming a funnel-shaped cavity of one-third 
to two-thirds of an inch in depth. The rapid contraction of 
the mass causes this movement, which is just as suddenly arrested, 
as if in its purpose it were interrupted and stopped on the way. 

It is natural that the molten metal coming in contact with the 
bottom of the mould, should set first, and also that at the Hides, 
touching the cold iron ; the rest of the mass, in the interior of the 
cast, must consequently bear the whole effects of the contraction, 
which, arrested by further cooling, renders the interior of the bar 

16 
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less solid, more porous, so to speak, than the outside and the lower 
very brittle ^nd. The annexed illustration will explain these 

effects, which vary in degree between the bottom 
and the top, and which may otherwise vary accord- 
ing to the degree of heat in the Gold or the forms ; 
or the greater or lesser speed or regularity in the 
casting. The dotted lines represent the porous parts 
of the inside. Although the molecular structure of 
Gk)ld is too minute to admit of the verification of this 
fact by sight, even if the bar could be cut open by 
means, which would not disarrange the soft face ; yet 
that the cooling, as it thus takes place, must have 
the effect described, will be admitted by every 
chemist, who knows how rapidly Gold parts with 
heat. The rapid cooling will also now and then 
enclose small air bubbles, which, when the metal is 
flattened out, render it leafy. The coins punched 
out from these parts sound dead, and must be re- 
jected, but such dead-sounding pieces are frequently 
found in circulation. 

The cast bar, thus, at the beginning of its existence, 
has different degrees of solidity and hardness, while 
the subsequent immersion of the still red-hot piece in 
cold water has no effect on its structure, and but a 
partial influence on the differently tempered places. 
In ordinary castings and subsequent workings of 
Gold or other metals for purposes different from 
minting, these differences in the quality would create 
no perceptible difficulty whatever ; but when it is 
borne in mind that the " ribbons " to be rolled from 
the cast, must be to less than the one-ten thousandth 
part of an inch exact, their importance will at once 
be seen. 

The excessive greasing of the inside of the ingots 
forms causes irregularity and roughness on the sides 
of the bar, from the rapid burning or steaming of the 
oil in contact with the white hot metal ; also, the 
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insides of the moulds themselves become rough throng oxidisa- 
tion and other causes, so that a smooth cast from them cannot 
be expected after a few days' use. The moulds can be taken to 
pieces, but they are so constructed that they cannot well be 
smoothed down except by planing, and this cannot be often done, as 
it widens them. 

The bars thus cast, instead of being of equal temper, structure 
and density throughout, and perfectly smooth outside, present the 
following features : — They are hard and solid in some parts, which 
parts, in the subsequent rollings, will not press down as readily as 
the softer parts, and in any case they are likely to become more 
dense. The irregularities on the outside surface, occurring on hard 
or soft parts, will increase these differences. 



BOLLINQ*. — The Sovereign bars are either one or one-half inch 
thick, and require reduction to one- twentieth of an inch. They are 
passed between pairs of rollers, and by a successive narrowing of the 
space between these rollers they are gradually reduced. Supposing 
now that these rollers were perfectly rigid, not liable to bend in the 
slightest degree, the rolled piece passing between them would still 
be irregular, inasmuch as the different temper and structure of the 
cast exhibit various degrees of elasticity ; which, however slight 
in Gold, will assert itself. But the rollers are not rigid. In the 
first place, their pivots do not fit 
into the brasses with absolute firm- 
ness, so that when the bars are in- 
troduced the upper roller is apt to 
jump up against the upper brasses, 
but they are actually liable to bend. 
The large rollers are say 12 inches 
thick and 18 inches long, and as the 
accompanying illustration shows, 
the bar passes between, so that 
the full force of the enormous pres- 
sure is concentrated upon a width of 2 to 2^ inches, reacting with a 
leverage power of about 7 inches towards the pivots : under which 
such rollers, however strong apparently, must slightly bend ; the 
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consequence of which is, that instead of a perfectly paralldl 
pressure, a pressure, between two arches takes place, and the section 
of the fillets passing between the rollers is thicker in the middle 
than at the sides. Moreover, the rollers will spring or yield, as they 
have to deal with the varying resistance either of the hard, solid 
and elastic, or the soft more spongy and compressible parts. Besides 
this, it is frequently the practice to run a single fillet continually 
near one edge, or one in the middle and another at the edge. A 
fillet thus run at the edge of the roller is thinner at the side nearest 
the pivot. (Fillets so rolled, instead of running straight, will also 
frequently have a twist to one side.) 

Although steel rollers 12 inches thick and 18 inches long, appear 
to be powerful agents, yet the fact that they must bend when they 
exercise so great a pressure upon 2 or 2^ inches of space between 
them, cannot be denied ; and it must be recollected that we have 
to deal here with the xoVo ^^^ ^^^p^ parts of an inch. But the 
fact is beyond dispute, inasmuch as the worker of a Mint always 
complains that the fillets get generally thicker in the middle than 
at the sides. No amount of annealing, careful and progressive 
rolling, or spring-pinches, and even that useful machine the draw- 
bench, can overcome these effects ; and the subsequent expensive 
manipulations are the consequence of the original irregularity. 
Moreover, the different density, in spite of all attempts at correction, 
will cause differences in the weight of the blanks, although they 
may be of equal thickness ; and also, the different " grain,'* when 
the discs are cut from the ribbons, may give a difference in the 
partial fracture around the disc, or punch, and a consequent 
difference in weight. 

It will be seen from this, that, if tho first operation (the present * 
method of casting) imparts its own irregularities, the next operation 
(that of rolling) contributes a still larger share of them ; and hence 
arises an endless network of complications, which must absorb an 
enormous amount of machinery, labour and attention, with final 
results, which are, after all, relatively unsatisfactory. No wonder 
that the present managers of the British Mint, with all their suc- 
cessful efforts in the direction of economy and order, and with more 
liberal tendencies in the way of improvements, object nevertheless 
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to the recent reductions of the remedy for weight to -g^ part, and 
argue in favour of its increase, so as to lessen the expenses of the 
present laborious proceeding. It is fortunate, on the other hand, 
that the tendency of the age is towards the attainment of the 
utmost possible accuracy in such matters. 

Another point in the present rolling system requires attention. 
The bars are flattened or thinned in one direction only, that of 
length. Originally 1 or 1| inch thick, If broad, and 24 long, the 
first series of rollings makes them about one-fifth inch thick. If 
wide, and 7 to 8 feet long ; these being cut into lengths of 18 inches, 
as " fillets," they are (after going through the annealing process) 
again lengthened to ^ inch thick by 1| broad. This continual 
stretching of the fibre (admitting the term) of the metal, renders 
it pHable and wire-like in one direction, but weak and brittle in the 
other ; and if a square piece be cut off from the ribbon and tried 
for breakage with two pairs of pliers, it will bend in the length but 
break easily at right angles, and so will the planchets or Sovereigns 
if seized in the direction of the rolling. The material of the Coin 
is thus less solid, not at rest, and is more liable to the effects of 
abrasion. The comparatively small rollers now in use are driven 
at too great a speed, and therefore encourage brittleness. This 
description and criticism of the present method of casting and 
rolling, now leads the way to the consideration of — 

THE IMPROVED PROCESS. 

(As proposed by Myself,) 

CASTING. — Instead of casting rods or bars as is done at pre- 
sent, I propose that the metal should be cast into plates of from 
one-half to three-quarters of an inch thick, 6 to 10 inches wide, and 
12 to 20 inches long. I do not bind myself to these dimensions, 
they may be varied in accordance with the machinery to be adopted, 
or as otherwise may be deemed suitable ; but the principle of the 
plate must be adopted, for reasons which will presently appear. 

The moulds to be used for these casts should consist of two 
loose plates of iron (2 to 4 inches thick) so arranged that slips can 
be inserted and held between their faces at the sides and at the 
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bottom. The small tram car need for holding the monlds should 
carry a frame work, by means of which the mould could be firmly 
screwed together. Tbe object of having the two plates loose is 
that of enabling the workman to clean, grind, and polish their 
faces as often as required. Rubbing them, fiace downwards, upon 
a flat surface, with emery or some other grinding and polishing 
ingredient, can be done with care by an ordinary workman : and a 
top should be placed on the moulds when in the fomace and after 
the cast is made. The use of oil or grease for lubricating these 
moulds should be discontinued altogether; and a dry lubricator, 
such as blacklead, should be used, if lubrication is at all necessary. 
The bottom edge of the plate should be formed so as to furnish a 
convenient bite for the rollers. Casts made into these moulds will 
be perfectly regular and smooth ; but in order to render them also 
more equal in temper and molecular arrangement, I propose that 
the moulds should be heated to red heat, or to some degree of heat 
which is found compatible. This may be done in a furnace chamber, 
heated by a blast of coal gas or otherwise. The two mould plates, 
being 2 or 4 inches thick (or thicker if advisable), will retain the 
heat for some time, and the cast when made into them, instead of 
cooling rapidly and irregularly as previously described, will set 
slower, and admit of a better consolidation and concentration of the 
particles of metal. It may be necessary to make the cast horizon- 
tally, for it has been alleged that when an Alloy of Gold is at rest 
for some time, in a fluid condition, that the baser metal is likely to 
rise to the top. I question the correctness of this assertion, and if 
it is untrue a further improvement may be introduced by putting 
the moulds into a cooling furnace, so that the setting of the cast 
may proceed in a still more gradual way ; or, in order to show the 
applicability of the system, the mould, held by a strong screw, by 
an extra turn given to the latter, at the right moment of setting, 
may be compressed so as to counteract the contraction of the Gold 
(care being taken so as to prevent spirting). These matters remain 
subject to experience, so long as the principle of smooth casting of 
plates and the equable cooling of the mass are held to be correct ; 
and a cast so made, and as equal in temper and density as every 
precaution and forethought can make it, can be i\)Ued with much 
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greater regularity. The plate, before becoming quite cold, may 
be taken from the mould, and cooled in water to any degree of 
temper deemed expedient. Moreover, I think that for the first 
rollings, if the rollers were driven slowly, it will be best to retain 
as much BoftnesB in the metal aa possible (I make this remark 
because some workers require a certain degree of hardness for the 
bars to avoid adherence of Gold to the rollers). 



BOLLIITG. — The rollers should not be cylinders longer than 
thick (18 inches by 12) as now need, but should be more of the 
millstone shape, much thicker than wide, and not much wider than 
the cast passing between them. This shape would render them 
very rigid, and, I contend that, even if the rollers now in use, of 
12 inches thick, were but 3 inches wide instead of 18, they would 
be much firmer ; and if made in three sections (in firm bearings) 
they would actually do more work than they do at present. 

But in order to secure almost absolute rigidity, I propose that 
the rollers shall be 24 inches thick (or 
even more), and wide enough only to 
leave room for the slight spreading of 
the plate. Thus for plates of 5 inches 
wide, 9 inches would be enough; for 
platos 10 inches wide, the rollers might 
be 36 inches thick and 15 inches wide. 
These large rollers would be very 
efficient, even if they had to roll nar- 
row bars instead x>f plates ; for not 
only does their greater strength render 
a deBection almost impossible, bat the 
pressure from the bearings is more 
vertical ; and when, as I propose, this 
pressure is to be exercised not upon a 
narrow pivot- like point, but opon a 
plate nearly filling the width of the 
rollers, and thus distributing the force, 
a mathematically certain result of accuracy may be anticipated. 
There are also other advantjiges connected with the use of these 
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large rollers. The work performed by them can be done more 
deliberately, yet more quickly. The present rollers roll one or 
two pieces 1 to 1^ inch wide, but these larger rollers can roll 
plates 5 or 10 inches wide (as the case may be), and may also be 
driven at half the speed, and yet their larger peripheries will 
'* flatten " double as much as the others, as this illustration shows. 




This will lessen the frequency of rollings, which is the great 
cause of brittleness. Two methods of using the plates cast and 
the millstone rollers may now be suggested. The plates, by 
means of powerful descending shears, before being rolled, may be 
cut into strips of a suitable width, and then be flattened out in the 
usual way. Indeed, if the rods as now used could be cast thin 
enough, a great deal of rolling could be saved, but this cannot be 
done in cold moulds, for the bars become too brittle and broken 
in structure, whilst the heating of the moulds for rods would 
lead to too rapid oxidisation of the inside of the moulds. The 
plate, cast in hot moulds, has a better structure, and so would the 
strips cut from it, and as it is not at all impossible that by this 
method even one-quarter inch plates may be cast, the experiment is 
worth trying. 

If however the rolling machinery is powerful enough, much 
time and labour may be saved, by rolling out the entire plate first. 
I propose that these large rollers should first be used to effect the 
reduction of the plate to one-half of what is required ; thus the 
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plate one-half an inch thick wonld require a first redaction to 
one-third of that thicknees, say one-sixth of an inch ; and when 
this thickness has been reached, the plate may have spread a 
little, from 5 inches having become 6 inches wide, and nearly 
three timeB as long, so that the cast of 10 inches long may then 
be of the length of 25 inches. When the plate has acquired this 
size, an important improveraent in the system of rolling may be 
made. For instead of contimjing the rolling in one direction, I 
propose, when the plates have been so rolled, fillets should be cat 
from them " transversely," as here shown, — 






which fillets (say of 2 inches wide by 6 long) are to be rolled in 
their torn lengthways ; it follows that the subsequent rollings take 
place at right angles to the first. The metal is thus spread in two 
directions, the eqnilibrinm in the molecnlar arrangement is bo far 
restored, and I am inclined to all^e that for the same reasons 
which compel the blacksmith to hammer his iron first one way aod 
then the other, in order to avoid splitting and brittleneas, this cross- 
rolling will go far to remedy the brittleness which the Gold has 
acquired in the first rolling ; and the enormous saving to he 
eflected thereby can only be appreciated by those who know what 
"annealings," during the process, mean. This process must be 
proven by practice ; bat, at any rate, the principle involved will be 
recognised as good. 

There is another advantage connected with this cross-rolling, 
easily explained. If in spite of all the careful casting and the 
effect of the rigid first rolling, there shonld still be irregnlaritieB 
along the length of the plate, it is evident that these will be " cut 
across," i.e. divided into many parts, each part undergoing a sepa- 
rate subsequent treatment, therefore the importance of this action 
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is, in my opinion, beyond dispute. The fillets, ent ofF from the 
plate by powerful shears, will start for the next rolling with clean 
edges, and thus a saving in "scissel** will be effected. The fillets 
will subsequently become about 18 inches long ; and from them I am 
convinced the Master of the Mmt will be able to cut blanks of much 
more equal weight, structure, and temper. Moreover, the fillets, 
if found regular, may be made as broad as possible for the cutting 
out of the blanks from them. 

These are, in the main, the outlines of [the system which 
I recommend for the better manufacture of Coin. The dimensions 
I have given are subjects for farther consideration, according to 
convenience; what I am anxious to make clear to you is the 
mechanical and scientific untruth contained in the present system, 
and the reverse as contained in the one I have here brought 
forward. A proposal, su<!h as I have made, is liable to a number 
of technical objections, which, in the one or other branch of Mint- 
ing, are raised by those who have become accustomed to certain 
habits. The great majority of these objections are special manipu- 
lations adopted by the operators, suitable to the work in hand ; but 
they are of a very second-rate importance, for it is often f oxmd that 
a change in the operators brings with it a total change in the special 
proceedings, a complete reverse of that which the others considered as 
so important. In order to show how liable Mint operations are to these 
kinds of specialities, I may mention that if the present British Stand- 
ard of 91 6f fine for Gold, and 925 fine for Silver were changed to 
900 fine, it would be necessary to make considerable alterations in the 
habits of the men at work, and in the setting of the machinery. 

The new process of casting will not interfere with the melting, 
but instead of the present set of moulds several must be used, 
when the Mint is at fall work, for heating and cooling ; and though 
this may give more trouble, all the more time will be saved after- 
wards. The new rollers may require greater force to overcome the 
friction ; still they will not only turn out, at least the same amount 
of work, but may even do more ; and I believe that if three pairs of 
rollers were used, the first set so as to reduce -J inch plates to about 
•|ths, the second to about J, and the third to ^th of an inch, that a 
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vast amoTuit of labour would be saved. The three sets of rollers 
might be permanently fixed at those ranges without requiring the 
complicated apparatus of adjusting them upwards and downwards, 
thus doing away with the present long coupling shaft ; and these 
rollers would not require grinding as frequently as the ones now in 
use, as the work they perform would be more regular, and their 
surfaces wear more regularly ; although, from time to time, the 
bearings might require adjustment to counteract the effects of 
grinding. The influence of temperature upon the expansion of 
these rollers would not be very important ; it could be corrected in 
the next rollings. 

The next series of rollings might also be performed by three sets 
of rollers, of which, at least, the first may be fixed ; the other two 
can be arranged so that the upper roller may be raised or lowered. 
These six pairs of rollers should be kept for the sole purpose of 
rolling Gold ; and for half Sovereigns (being thinner than the 
Sovereign) a fourth roller should be added to each set, which will 
enable the same form of cast to serve for both Coins. I am strongly 
of the opinion that a separate set of rolling machinery should be 
kept for Gold, so that the rolling of Silver and Copper need not in- 
terfere with its adjustment ; and the fine and accurate manufacture 
of our Gold Coins is of far greater importance than that of Silver 
and Copper Coins. For both of the latter, the system of casting 
into plates can be adopted with little modification, as also the prin- 
ciple of the large rollers and treatment generally. A number of 
rollers are now in use at the Mint, expensive, because they are all 
fitted with the screw adjustment and index, taking up much room, 
because of the long coupling shaft required for raising or lowering 
the upper roller. The new machines would be much more simple, 
less expensive, and take up less room ; and for the moveable rollers 
instead of using the coupling shaft, bevil cam wheels might be in- 
troduced, the one fixed to the upper roller made to slide sideways, 
as may be required, the lower roller being driven by a firm short 
shaft. The large rollers can be made of steel or of iron cased with 
steel, or the hardest cast iron, and proper guides to prevent 
the irregular introduction of the plates between the rollers, 
and to avoid warping, may be introduced. The question may be 



